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The  Rise  of  Pan-Americanism 


The  problem  of  inter-American  relations  is  not  of  recent  ori- 
gin. It  has  had  a long  and  variegated  career  and  passed 
through  several  milestones  on  the  road  to  its  present  destiny. 
As  early  as  1824  Simon  Bolivar,  who  always  dreamed  of  a 
federation  of  the  American  States,  called  the  first  Congress  to 
Panama  City,  to  which  the  United  States  was  indirectly  in- 
vited. After  some  delay,  representatives  from  Colombia,  Peru, 
Mexico  and  Central  America  met  in  July  1826  at  Panama. 
Holland  and  Great  Britain  were  also  invited  and  a Dutch 
delegate  actually  attended  the  sessions  "semi-officially".  The 
United  States  sent  two  delegates,  one  of  whom  died  on  the 
way,  the  other  arriving  after  the  conference.  One  of  the  im- 
portant results  of  the  session  was  an  agreement  to  form  a 
permanent  Confederation  of  Hispanic  Republics,  with  a central 
authority  to  be  provided  with  armed  forces  by  the  members 
of  the  Confederation.  Though  devoid  of  practical  results,  this 
Conference  gave  the  world  a new  conception  of  Pan-Amer- 
icanism. Subsequently  there  were  several  unsuccessful  at- 
tempts, initiated  by  Mexico  in  1831,  1838  and  1840,  followed 
by  a Congress  in  Lima  in  1847-1848,  attended  by  representa- 
tives of  Bolivia,  Chile,  Ecuador,  New  Granada  (Colombia), 
and  Peru.  Next  followed  the  Continental  Congress  in  Santiago, 
in  1856,  and  the  American  Congress  of  Seven  Republics  held 
in  Lima  in  1864-1865.  All  of  them  were  in  response  to  threats 
from  Europe,  and  in  at  least  one  instance,  in  fear  of  the  United 
States.  The  common  denominator  of  all  these  attempts  at 
cooperation  was  that  they  were  held  in  response  to  a crisis 
and  without  the  active  participation  of  the  United  States.  They 
were  Latin  American  rather  than  Pan-American  conferences. 

It  became  evident  soon  that  only  the  United  States  had 
sufficient  power  and  prestige  to  launch  a truly  representative 
Pan-American  movement,  a union  in  diversity  such  as  Pan- 
Americanism  was  intended  to  be.  However,  our  own  country 
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was  busily  engaged  in  enlarging,  developing  and  unifying 
these  United  States  and  had  little  thought  left  for  a united 
hemisphere.  The  Monroe  Doctrine,  which  since  September  2, 
1823,  became  the  pivot  of  the  hemispheric  policy  of  the  United 
States,  was  more  a defensive  protectorate  against  the  med- 
dling of  European  powers  in  the  political  and  territorial  sys- 
tems of  the  Americas  than  a positive  assertion  of  solidarity. 
Moreover,  in  the  years  after  the  formal  Monroe  announce- 
ment, the  purely  defensive  protectorate  was,  at  various  times, 
extended  and  abused  to  imply  the  right  of  policing  and  inter- 
fering in  the  internal  affairs  of  Central  and  South  American 
countries,  thereby  creating  strong  resentment  against  the 
system  of  arbitrary  protection  and  unilateral  defense. 

For  six  decades,  following  the  Monroe  Declaration,  the 
United  States  took  no  part  in  the  councils  and  political  con- 
ventions of  the  Southern  republics.  It  was  not  until  1881  that 
an  American  statesman,  James  G.  Blaine,  Secretary  of  State 
in  the  Garfield  Administration,  invited  the  independent  states 
of  the  Western  Hemisphere  to  a conference  whose  aim  was 
"to  seek  a way  of  permanently  averting  the  horrors  of  cruel 
and  bloody  combat  between  countries,  oftenest  of  one  blood 
and  speech,  or  the  even  worse  calamity  of  internal  commo- 
tion and  civil  strife.”  This  had  reference  to  the  then  raging 
"war  of  the  Pacific"  and  several  smaller  disputes  among  Latin 
American  nations.  The  real  reason  behind  the  awakened  in- 
terest of  the  United  States  was  perhaps  less  lofty,  but  no  less 
important.  It  was  commercial  Pan-Americanism  which,  after 
much  hesitation  and  postponement,  prompted  United  States 
Congress  to  authorize  the  calling  of  an  inter-American  Con- 
ference which  finally  took  place  in  Washington  during  the 
month  of  October,  1889.  The  Conference  was  attended  by  dele- 
gates of  all  independent  governments  except  the  Dominican 
Republic.  The  object  as  stated  was  purely  commercial;  to 
consider  "measures  that  shall  tend  to  preserve  and  promote 
the  prosperity  of  the  several  American  states."  There  were 
several  other  proposals,  including  the  formation  of  an  Amer- 
ican customs  union  and  a plan  for  the  arbitration  of  interna- 
tional disputes.  While  in  comparison  with  the  ambitious  pro- 
gram the  practical  results  were  meager,  it  was  "the  starting 
point  of  Pan-Americanism  as  the  tangible  international  reality" 
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and  was  instrumental  in  establishing  a permanent  organiza- 
tion, the  International  Bureau  of  the  American  Republics. 
Though  the  purpose  of  this  Bureau  was  limited  to  exchange 
of  commercial  information,  its  importance  and  sphere  of  in- 
fluence grew  with  each  successive  convention  of  states, 
developing  into  the  Pan-American  Union  in  the  year  1910. 

The  second  Conference  took  place  in  Mexico  City  in  1901- 
1902,  the  third  in  1906  in  Rio  de  Janeiro,  and  the  fourth  in 
Buenos  Aires  in  1910.  Due  to  war  conditions  the  fifth  Confer- 
ence, in  Santiago,  did  not  take  place  until  1923.  At  this  Con- 
ference, was  achieved  the  ratification  of  the  Gondra  Pact. 
The  Gondra  Pact  put  upon  the  American  nations  the  obliga- 
tion to  submit  to  investigating  committees  whatever  differ- 
ences they  could  not  solve  through  arbitration,  mediation  and 
other  peaceful  methods.  Though  subsequently  the  pact  did  not 
prevent  the  outbreak  of  war  in  the  Gran  Chaco,  it  was  never- 
theless an  important  step  in  the  direction  of  peace.  The  sixth 
Conference  took  place  in  1928  in  Havana,  amidst  mounting 
suspicion  and  resentment  of  the  United  States  armed  inter- 
vention in  Nicaragua. 

Cash,  Counsel  and  Coercion 

The  first  Pan-American  Congress  in  Washington  opened 
a new  era  in  hemisphere  relations,  marking  a radical  de- 
parture from  on  almost  complete  indifference  by  the  United 
States,  lasting  sixty  years,  to  intensive  preoccupation  with  Pan- 
American  problems.  The  Havana  Conference  is  just  as  im- 
portant a milestone,  in  that  it  closed  on  era  of  strong-arm 
methods  in  dealing  with  the  problem,  and  prepared  the  ground 
for  on  era  of  mutual  understanding.  In  between  these  two 
highlights  lie  the  shades  of  many  overt  acts,  sins  and  omissions 
which  have  made  our  pretense  at  Pan-Americanism  more 
suspected  than  respected,  piling  up  evidence  south  of  Rio 
Grande  that  made  us  the  most  feared  and,  therefore,  the  most 
hated  of  nations. 

The  Spanish-American  war,  which  raised  the  prestige 
and  demonstrated  the  power  of  the  United  States,  was  the 
pretext  of  the  outright  annexation  of  Puerto-Rico  and  the  estab- 
lishment of  a military  protectorate  over  Cuba.  Four  years 
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later  the  Platt  Amendment,  designed  to  "liberate  Cuba"  by- 
re toining  most  of  the  features  of  an  extended  protectorate, 
brought  bitter  resentment  on  the  part  of  the  "ungrateful" 
Cubans.  The  Panama  incident  in  1903  sent  a tremor  of  fear 
and  disgust  through  Latin  America.  The  Big-Stick-Policy  of 
Theodore  Roosevelt  and  the  Dollar  Diplomacy  of  the  Taft 
administration,  -with  the  constant  meddling  and  armed  inter- 
ventions in  the  inner  political  and  fiscal  affairs  of  our  -weaker 
neighbors,  made  Pan-Americanism  synonymous  with  Yankee 
Imperialism  and  Monroeism  with  Moneyism.  The  tenor  of  this 
policy  was  expressed  with  characteristic  bluntness  by  Theodore 
Roosevelt  in  a declaration  that  "under  certain  circumstances 
the  Monroe  Doctrine  may  force  the  United  States,  however 
reluctantly,  in  flagrant  cases  of  wrongdoing  or  impotence,  the 
exercise  of  the  international  power  on  the  continent."  It  is 
true  that  the  same  President  on  another  occasion  made  a 
statement  disavowing  any  intention  of  interference  in  the 
sovereignty  of  other  states.  But  the  Latin  American  statesmen 
had  hardly  forgotten  a similar  ominous  utterance  made  by 
State  Secretary  Olney  in  1895,  claiming  that  the  "will  of  the 
United  States  is  sovereign  on  the  American  Continent."  And 
the  deeds  of  the  "Colossus"  of  the  North  spoke  even  louder 
than  the  words.  The  Big-Stick  meant  business  and  not  mere 
threats.  Dollar  Diplomacy  meant  armed  protection  of  Amer- 
ican business  at  whatever  cost;  in  the  veiled  words  of  Presi- 
dent Taft:  "to  extend  all  proper  support  to  every  legitimate 
and  beneficial  enterprise  abroad." 

One  of  the  early  victims  of  the  Dollar  Diplomacy  was  the 
Dominican  Republic,  which  in  1904  defaulted  on  its  debts  and 
was  promptly  forced  to  permit  United  States  supervision  and 
collection  of  its  custom  receipts  in  pxayment  of  debts.  Follow- 
ing internal  disturbances  in  1916,  United  States  marines  landed 
on  this  island  and  remained  there  up  to  the  year  1924.  For  a 
similar  reason  Haiti  was  occupied  in  1915-1934,  and  Nicaragua 
in  1912-1915.  Our  second  intervention  in  Nicaragua  (1926- 
1933)  to  "supervise  elections"  was  even  more  resented  giving 
rise  to  boycott  attempts  against  United  States  business  in 
some  of  the  Latin  American  countries.  During  the  Wilson  Ad- 
ministration United  States  forces  were  landed  not  only  in 
the  interest  of  investments,  but  also  to  upset  gold  braided 


dictatorships  not  to  the  liking  of  the  United  States  government. 

A notable  change  in  this  intolerable  situation  of  fear  and 
recrimination  came  with  the  more  enlightened  policies  of  Sec- 
retary of  State  Henry  L.  Stimson,  in  the  year  1929.  A real  new 
era  in  our  inter-American  relations  was  ushered  in  with  the 
first  presidential  inauguration  of  Franklin  Delano  Roosevelt. 


Good  Neighbor  Policy 

A "good  neighbor",  as  formulated  by  President  Roosevelt 
in  his  inaugural  address,  is  one  who  "resolutely  respects  him- 
self and  because  he  does  so  respects  the  rights  of  others." 
This  common-sense  approach  became  the  keynote  of  our  inter- 
American  policy,  and  the  leitmotif  of  inter-American  relations 
since  March,  1933.  To  show  our  good-will,  the  United  States 
marines  were  called  out  of  Nicaragua,  and  in  1934  the  Platt 
Amendment  was  abrogated,  on  act  which  made  Cuba  really 
free  after  many  years  of  semi-dependency.  The  most  radical 
departure  from  the  old  doctrine  of  United  States  supremacy 
was  accomplished  at  inter-American  conferences  in  which 
the  new  tendencies  of  mutual  understanding  and  joint  action 
found  the  widest  expression.  The  Seventh  Pan-American  Con- 
ference held  in  1933  in  Montevideo  marked  a revolutionary 
step  in  Pan-American  history.  The  Hull  Declaration  that  "under 
the  Roosevelt  administration  the  United  States  Government  is 
as  much  opposed  as  any  other  government  to  interference  with 
the  freedom,  the  sovereignty,  or  other  internal  affairs  or  proc- 
esses of  government  of  other  nations",  marks  a definite  break 
with  past  performances.  This  was  made  even  more  emphatic 
a few  days  later  in  a statement  by  President  Roosevelt  that 
"the  definite  policy  of  the  United  States  from  now  on  is  one 
opposed  to  armed  intervention."  Slowly  but  definitely  there 
emerged  a new  conception  of  the  Monroe  Doctrine,  changing 
from  a unilateral  prerogative  to  a multilateral  obligation.  The 
principle  of  collective  responsibility  os  well  as  collective  secur- 
ity was  to  become  the  cornerstone  of  all  Pan-American  resolu- 
tions and  pronouncements.  This  principle  was  even  more  em- 
phasized at  subsequent  Conferences  and  by  the  acts  of  the 
incumbent  administration. 

In  the  year  1936  a new  treaty  was  concluded  with  Panama 
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by  virtue  of  which  the  United  States  relinquished  certain  rights 
which  it  had  previously  usurped,  and  so  righted  at  least  to 
some  degree  the  wrongs  of  1903.  In  the  some  year  the  Inter- 
American  Conference  for  the  maintenance  of  peace  took  place 
in  Buenos  Aires,  with  President  Roosevelt  attending.  The  out- 
standing result  of  the  Conference  was  the  Declaration  of 
Solidarity  signed  on  December  23,  1936.  The  principles  of  col- 
lective security  and  common  neutrality  were  reaffirmed,  and 
a compulsory  consultative  pact  for  the  preservation  of  Ameri- 
can peace  was  adopted  by  all  p>articipant  governments. 

The  Eighth  International  Conference  of  the  American  States 
convened  in  December  9-27,  1938,  at  Lima,  the  capital  of 
Peru.  It  was  from  every  point  of  view,  a momentous  event. 
It  brought  to  fruition  many  years  of  sustained  endeavor  to 
dispel  suspicion  and  to  reach  a true  understanding.  The  ac- 
complishments ore  the  more  remarkable  inasmuch  as  the  be- 
ginning was  not  very  auspicious.  The  Conference  met  in  an 
atmosphere  of  threatening  war  clouds  from  abroad  and  dis- 
trust from  within — amidst  the  reverberations  of  the  bitter  Mexi- 
can expropriation  controversy  and  confronted  with  Argentine 
reluctance  to  follow  the  United  States  lead.  Yet,  the  two  Dec- 
larations adopted  by  the  Lima  Conference,  while  necessarily 
a compromise  of  divergent  views,  exceeded  all  previous  dec- 
larations in  clarity  and  firmness.  The  "Declaration  of  the  Prin- 
ciples of  the  Solidarity  of  America"  was  a clear  affirmation 
of  continental  solidarity  against  any  attempt  of  aggression 
from  abroad.  Collective  security  was  made  the  pivot  of  inter- 
American  policy.  The  signatory  states  pledged  the  "coordina- 
tion of  their  respective  sovereign  wills  by  means  of  the  pro- 
cedure of  consultation"  in  case  of  danger  from  abroad.  The 
Lima  Conference  also  united  in  a joint  declaration  against 
racial  and  religious  discrimination,  and  upheld  the  principle 
of  liberal  trade  os  essential  to  the  maintenance  of  peace.  The 
"Solidarity  Declaration"  is  supplemented  by  the  "Declaration 
of  American  Principles",  stated  in  terms  of  internal  relations 
and  reaffirming  the  inviolable  sovereignty  of  each  state  which 
cannot  be  infringed  by  intervention  of  one  state  in  the  affairs 
of  another.  It  enjoins  settlement  of  disputes  by  peaceful  means 
without  resort  to  force.  Provisions  were  also  made  for  inter- 
American  cooperation  in  the  economic  and  cultural  fields  in- 
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eluding  the  building  of  the  Pon-Americcfn  highway,  exchange 
of  professors  and  students,  cooperation  in  social  and  humani- 
tarian matters  and  other  aspects  of  closer  cultural  inter-Amer- 
ican ties. 

At  the  Panama  Conference  of  Foreign  Ministers  in  1939, 
the  American  neutrality  zone  was  established  (Declaration 
of  Panama),  a permanent  Neutrality  Committee  was  set  up 
(Committee  of  Seven  sitting  in  Rio),  and  the  Inter-American 
Financial  and  Economic  Advisory  Committee  consisting  of  ex- 
perts representing  the  21  Republics  was  instituted  to  deal  with 
inter-American  economic  problems.  The  latter  aspect  was  em- 
phasized by  Secretary  Hull  at  the  Havana  Conference  of 
Foreign  Ministers  in  July  1940,  in  a stirring  appeal  for  a 
broader  system  of  economic  defense.  The  Inter-American  De- 
velopment Commission  was  added  to  the  existing  agencies 
to  satisfy  the  inter-American  economic  needs.  The  Inter-Amer- 
ican Bonk  was  another  development.  All  these  congresses, 
conferences,  and  meetings  emphasize  the  large  scope  of  the 
problems  and  the  sweep  of  the  mutual  interests  of  the  Amer- 
ican Republics.  Their  common  characteristic  is  joint  consulta- 
tion, joint  efforts  and  equal  bilateral  representation  in  every 
endeavor  to  solve  the  more  and  more  intertwined  and  inter- 
dependent problems  of  the  Western  Hemisphere. 

The  Problem  of  Equality 

In  the  words  of  Secretary  Hull,  the  Monroe  Doctrine  con- 
tains not  the  slightest  vestige  or  implication,  much  less  assump- 
tion, of  hegemony  on  the  port  of  the  United  States.  With  the 
acquiescence  to  the  role  of  being  par  inter  pares  the  United 
States  removed  the  greatest  stumbling  block  to  Pan-American- 
ism. Unfortunately,  the  mere  declaration  of  "eternal  truths" 
of  equaliy  and  equal  opportunities  does  not  remove  the  exist- 
ence of  inequality.  Despite  a genuine  effort  on  the  part  of 
this  administration  to  deal  with  the  political  problems  on  a 
plane,  of  lofty  disinterestedness,  the  fact  remains  that  there 
is  de  facto  neither  equality  nor  equal  opportunity  in  this 
hemisphere.  The  "Colossus  of  the  North"  with  its  tremendous 
advantages  in  power,  prestige  and  political  consolidation 
cannot  be  matched  by  any,  or  all,  of  our  Southern  neighbors. 
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This  makes  equal  opportunity  an  empty  phrase.  To  complicate 
matters,  there  is  also  little  equality  or  equal  opportunity 
between  the  Republics  south  of  the  Rio  Grande.  Their 
political  system  or  systems,  while  on  the  whole  they  present 
a peculiar  brand  of  democractically-flavored  eighteenth-cen- 
tury enlightened  absolutism,  exhibit  at  the  same  time  a 
kaleidoscopic  rainbow  pattern,  all  the  way  through  from  the 
extreme  right  to  the  extreme  left.  There  is  no  question  but 
that  the  Latin  American  Republics  ore  passing  through  a true 
social  revolution,  experiencing  the  birth  pangs  of  a new  system 
or  systems  of  government. 

Such  national  revolutions  within  the  cycle  of  an  inter- 
national cyclone  are  fraught  with  grave  complications;  the 
more  so  since  as  always  in  history  new  social  and  political 
problems  are  continuously  thrown  up  to  the  surface  by  the 
eruptive  forces  of  economic  dislocations.  While  the  economic 
problems  will  be  taken  up  in  more  detail  later,  the  general 
trend  of  the  socio-economic  transformation  would  be  apparent 
without  a consideration  of  them.  In  its  general  pattern  it  seems 
to  us  to  resemble  more  the  tremors  of  the  dying  feudalistic 
system  which  preceded  the  French  Revolution,  than  the  fric- 
tions of  minor  social  readjustments.  Indeed,  the  poverty  of 
the  people  emerging  from  the  state  of  peonage,  the  move- 
ments to  free  these  countries  from  exploitation  by  foreign 
capital,  the  attempts  at  expropriation  and  nationalization  of 
the  subsoil,  the  breaking  up  of  latifundia  for  the  benefit  of 
landless  peasantry  and  the  new  social  program  for  the  benefit 
of  the  masses  have  all  the  earmarks  of  a socio-economic  revo- 
lution and  national  resurgence.  To  call  this  communism  or 
any  other  "ism"  is  to  miss  the  historical  significance  of  this 
movement. 

What  we  witness  in  Latin  America  is  the  emergence  of 
at  least  some  of  these  countries  from  a semi-feudal  paternal- 
istic state  of  society  into  more  developed  politico-economic 
systems.  It  is  one  or  more  stages  of  an  industrial  revolution 
which  signifies  the  passing  from  the  pastoral-agrarian  form  of 
economy  towards  that  of  industrial  and  commercial  expan- 
sion. This  is  the  cardinal  point  of  the  Latin  American  general 
problem,  something  remotely  resembling  our  own  repercus- 
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sions  at  the  outbreak  of  the  Civil  War.  However,  while  this 
is  undoubtedly  the  central  core  of  the  socio-economic  problem 
in  Latin  America,  we  would  be  guilty  of  over-simplification 
in  neglecting  other  complications  some  of  which  are  circum- 
ferential to  the  main  issue,  others  more  tangential,  and  others 
brought  about  by  the  peculiar  economic,  geographical  and 
political  constellation  of  the  Western  countries. 


North  and  South 

There  is  an  old  controversy  in  the  field  of  political  econ- 
omy concerning  the  relations  of  economics  and  social  psy- 
chology. While  the  Marxists  have  no  doubt  that  every  econ- 
omy produces  its  own  psychology,  the  more  modern  school 
is  inclined  to  give  the  palm  of  priority  to  the  psychological 
factor.  Whatever  the  truth — and  it  usually  lies  somewhere  in 
between  the  two  extremes — there  is  a potent  psychological 
factor  which  complicates  the  problem  of  North  and  South. 
These  differences  are  not  only  temperamental  but  deeply 
conceptional. 

The  average  Latin  American  is  not  a Puritan  and  never 
has  been  one.  Business  is  not  the  pivot  of  his  existence,  and 
while  greed  for  gold  is  a universal  vice,  worship  of  the  golden 
calf  has  never  been  his  sole  religion.  His  conception  of  honor 
and  self-respect  is  not  property -bound  but  deeply  subjective 
and  romantic.  The  "typical"  Latin  American  is  not  a "gentle- 
man" in  the  Anglo-Saxon  sense,  that  mixture  of  a good  bank 
balance  and  stuffed-shirt  attitude,  but  more  of  a grandee  in 
the  old  Spanish  style.  He  has  neither  our  conception  of  the 
enoblement  of  workshop  and  counter,  nor  of  the  sacredness 
of  commercial  obligations.  He  is  revengeful  when  wounded 
in  his  amour  propre  and  at  the  same  time  generous  to  a 
fault.  Precisely  for  those  qualities,  he  is  more  human  and 
capable  of  genuine  friendship,  if  properly  approached.  If  the 
North  American  sees  a lot  of  incompetence  and  waste  south 
of  the  Rio  Grande,  the  South  American  sees  a vast  cultural 
wilderness  in  the  North.  The  United  States  has  no  soul,  is  a 
common  complaint  heard  in  Latin  America. 

Our  calculating  business-like  approach  is  not  the  way  to 
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the  heart  of  the  Latin  American,  and  it  will  take  at  least  a 
generation  of  mutual  education  and  genuine  rapproachment 
to  create  a real  basis  for  mutual  understanding  and  coopera- 
tion. Such  on  understanding  is  essential  among  neighbors  de- 
siring to  live  in  peace.  It  is  doubly  important  today  when  the 
peace  and  security  of  this  country  is  dependent  upon  the 
peace  and  security  of  all  of  the  twenty  Latin  American 
Republics,  and  when  United  States  defense  means  Pan-Ameri- 
can defense — no  more  and  no  less.  This  means  not  only  com- 
mon bases  and  exchange  of  military  information  or  merely 
pooling  of  military  resources;  not  only  shipment  of  capital  and 
dispatching  of  capital  ships,  but  above  all  capital  understand- 
ing of  each  other's  problems.  It  implies  not  only  unification  of 
materials  but  unity  of  the  spirit.  Such  a meeting  of  the  minds 
cannot  be  conjured  up  by  decree.  No  government  is  strong 
enough  to  fill  the  gap  of  such  diversity  os  exists  between  the 
two  continents.  The  only  feasible  bridge  over  the  gap  is  from 
the  people  to  the  people. 

The  people  of  the  United  States  must  become  hemisphere 
conscious.  We  must  endeavor  to  bring  home  to  this  country 
all  the  cultural  and  material  achievements  of  our  neighbors, 
and  vice  'versa.  To  like  and  respect  means  first  of  all  to  know 
and  to  understand.  The  people  and  nations  of  this  hemisphere 
must  learn  to  know  and  to  respect  one  another,  to  the  end 
that  the  very  differences  of  state  and  status  shall  become 
strands  in  a bond  of  unity  of  interests  and  political  strength. 
Only  a movement  of  this  kind,  a Popular  Pan-American  Move- 
ment, supplementing  the  efforts  of  the  respective  governments, 
will  be  able  to  dissipate  suspicion  and  fear,  and  meet  squarely 
the  menace  of  powerfully  entrenched  Nazi  and  fascist  in- 
fluences in  the  Latin  American  countries.  Rapprochement  of 
governments  must  be  supplemented  by  a genuine  rapproche- 
ment of  the  respective  populations — a meeting  of  the  minds 
and  of  the  hearts  which  is  the  foundation  of  any  lasting  friend- 
ship, not  based  on  compulsion  or  temporary  benefit. 


[14] 


Land  and  People 

To  the  historical,  social  and  economic  characteristics  are 
added  basic  geographical  differences.  The  immense  size  of 
the  Southern  Continent  introduces  many  problems.  Latin  Amer- 
ican as  a whole  is  twice  the  size  of  Europe  and  2V2  times 
that  of  the  continental  United  States.  On  these  vast  stretches 
of  land — over  eight  million  square  miles — live  some  127  million 
inhabitants,  an  overage  density  of  15  per  square  mile,  as 
compared  with  a world  average  of  41,  and  43.5  in  the  United 
States.  Of  these  127  million,  over  88  million  live  in  South 
America,  at  an  average  density  of  15  per  square  mile;  nearly 
71/2  million  live  in  Central  America  having  a density  of  popula- 
tion of  over  36;  81/2  million  live  in  the  West  Indies,  and  over 
19  million  in  Mexico.  The  density  of  population  as  a whole 
shows  marked  regional  differences,  255  per  square  mile  in 
Haiti,  126  in  Salvador,  99  in  Cuba  and  6 in  Paraguay  and 
Bolivia.  Similarly  there  are  marked  differences  of  territorial 
dimension  of  the  various  Latin  American  States.  The  largest 
State,  Brazil,  exceeds  continental  United  States  in  area,  with  44 
million  inhabitants,  one-third  of  the  population  of  the  United 
States.  The  smallest  State  in  South  America  in  territory  and 
population  is  Uruguay  with  72,000  square  miles  in  area  and 
2 million  inhabitants.  The  density  of  population  also  differs 
greatly  within  territorial  units.  Great  masses  of  inhabitants  ore 
crowded  in  cities  and  areas  near  the  coast,  leaving  in  the  in- 
terior vast  uninhabited  or  sparsely  inhabited  stretches. 

Geography  influences  inter-American  relations  in  yet 
another  way.  We  speak  of  our  Southern  "neighbors,"  forget- 
ting the  immense  distances  which,  for  instance,  make  Czecho- 
slovakia less  distant  from  New  York  than  Chile.  The  distance 
from  New  York  to  Rio  de  Janeiro  is  4,470  miles,  or  more  than 
twice  the  distance  to  the  Azores,  and  one  and  one-half  times 
the  distance  to  Lisbon.  Rio  de  Janeiro  is  less  distant  from 
Europe  than  from  North  America.  Natal,  Brazil,  is  only  1,700 
miles  from  Dakar,  West  Africa,  or  about  half  the  distance 
between  the  United  States  and  Europe.  It  takes  18-19  days 
from  New  York  to  Buenos  Aires  by  boat,  and  only  13  days 
from  Buenos  Aires  to  Lisbon.  Argentina  is  nearer  to  Europe 
than  to  the  United  States  geographically,  linguistically  and 
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culturally.  These  differences  in  geographical  and  cultural  terms 
must  be  appreciated  in  order  to  understand  the  immense  dif- 
ficulties in  the  path  of  Pan-Americanism.  However,  just  as  the 
aeroplane  has  changed  the  distance  of  New  York  from  Buenos 
Aires  from  18  days  to  3V2  days  travel,  so  can  a genuine  effort 
at  mutual  understanding  cut  down  the  cultural  and  linguistic 
barriers  between  the  two  continents  of  this  hemisphere,  to  a 
bare  minimum. 


Natural  Resources 

Latin  America  is  not  only  rich  in  territory  but  also  in 
natural  resources.  The  virgin  reaches  of  the  New  World  con- 
tain untapped  riches  of  fertile  land  and  mineral  deposits.  At 
present  only  5%  of  Latin  American  land  is  under  cultivation, 
and  nine-tenths  of  that  lies  in  Brazil  and  Argentina.  The  most 
characteristic  feature  of  Latin  American  production  is  its  primi- 
tive character.  Economic  activity  in  these  countries  is  largely 
concentrated  in  row  materials  and  agrarian  products,  on  a 
scale  so  vast  as  to  make  some  of  them  rank  among  the 
largest  sources  of  world  supply  in  certain  products.  In  1937 
the  production  of  grain  and  other  food  materials  in  Latin 
America  was:  19  million  metric  tons  of  corn,  one-fifth  of  the 
total  world  production;  seven  million  metric  tons  of  wheat, 
7%  of  world  production;  seven  million  tons  of  sugar,  or  V4  of 
total  world  production;  two  million  tons  of  coffee  or  nearly 
90%  of  the  world's  total;  and  200,000  tons  of  cocoa,  or  Vs  of 
world's  production.  Central  America  is  the  world's  largest 
source  of  bananas;  Brazil  is  the  biggest  coffee  grower  in  the 
world  and  together  with  Colombia  supplies  80  %>  of  the  world's 
coffee  consumption.  Cuba  and  the  Dominican  Republics  are 
the  largest  sugar  producers;  and  Brazil,  Argentina  and 
Uruguay  produce  about  one-quarter  of  the  world's  meat  sup- 
plies in  beef  and  veal.  In  addition,  Latin  America  produced 
in  1937,  among  other  agricultural  by-products,  some  300,000 
metric  tons  of  wool,  15%  of  the  world's  total;  and  exported 
25,000  tons  of  cattle  hides,  42%,  of  the  world's  total  exports 
in  this  commodity. 

The  following  mineral  wealth  is  found  in  Latin  American 
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countries,  some  of  these  minerals  being  of  strategic  importance 
to  the  United  States  and  to  the  world: 

Antimony — Deposits  are  found  principally  in  Mexico, 
Bolivia  and  Peru.  Production  amounted  to  42%  of  the  world's 
total,  in  1937. 

Bauxite — Bauxite  is  an  important  mineral  for  the  produc- 
tion of  aluminum.  It  is  being  mined  principally  in  Surinam 
(Dutch  Guina)  and  in  British  Guiana.  Brazil  has  the  largest 
known  deposits  of  bauxite,  but  its  production  is  small  in  com- 
parison with  the  Guiana  mines.  Latin  American  bauxite  pro- 
duction amounted  to  20%  of  the  world's  total. 

Chromium — Chromium  is  indispensable  in  the  steel  in- 
dustry and  is  therefore  of  strategic  importance.  Cuba  has  the 
largest  deposits,  though  not  of  the  best  quality.  Its  exports 
of  the  mineral  amounted  to  nearly  half  a million  dollars  in 
1937.  Next  to  Cuba,  Brazil  has  rich  and  better  quality  ore 
deposits  and  offers  good  prospects  for  future  mining  operations. 

Coal — Latin  America  is  poor  in  coal,  and  only  about 
one-third  of  her  needs  is  being  supplied  from  her  own  re- 
sources. In  1937  importations  of  coal  from  the  United  States, 
United  Kingdom  and  Germany  totaled  7,200,000  tons.  Chile 
is  self-sufficient  in  coal  and  Mexico  is  second  in  production 
and  self-sufficiency.  Also,  Brazil  has  low-grade  coal  deposits 
but  had  to  import  coal  for  domestic  use.  Smaller  coal  reserves 
are  found  in  Colombia  and  some  also  in  Argentina. 

Copper — Latin  America  accounted  for  one  half  million 
metric  tons  of  mined  copper,  more  than  one-fourth  of  the  total 
world  output  in  1938.  The  five  active  producing  countries  are: 
Chile,  Mexico,  Peru,  Cuba  and  Bolivia,  Chile  alone  accounting 
for  nearly  80%  of  Latin  American  output  and  18%  of  the 
world's  total. 

Iron  Ore — Latin  America  has  the  world's  largest  iron  ore 
deposits,  the  exploitation  of  which  is  handicapped  by  lack  of 
railroads,  coke  and  domestic  markets.  Though  the  biggest 
iron  ore  deposits  lie  in  Brazil,  the  chief  producer  is  Chile, 
with  one-half  of  the  total  Latin  American  iron  ore  production. 
Cuba  also  has  sizable  deposits  and  so  has  Mexico.  However, 
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lack  of  transportation  facilities  is  a great  obstacle  to  expan- 
sion of  mining  production,  especially  in  Brazil. 

Lead — Latin  America  produced  one-fifth  of  the  total  world 
output  in  1938,  the  principal  producer  being  Mexico,  which 
supplied  the  metal  to  the  United  Kingdom,  France,  Belgium 
and  the  Netherlands,  Next  of  importance  in  lead  production  is 
Peru,  which  produced  about  one-sixth  of  the  Mexican  total 
and  much  lower  on  the  scale  of  production  stand  Bolivia, 
Argentina  and  lastly  Chile. 

Manganese — This  mineral  is  essential  for  the  manufacture 
of  steel  and  is  considered  one  of  the  vital  strategic  materials 
for  United  States  industry.  Brazil  and  Cuba  ore  the  only  im- 
portant producers.  Together  they  mined  about  400,000  metric 
tons,  or  6%  of  total  world  production,  and  supplied  about 
31%  of  the  requirements  of  the  United  States.  There  ore  also 
unexploited  deposits  in  Brazil,  chiefly  in  Minas  Geraes. 

Mercury — Mercury  is  found  principally  in  Mexico  and 
some  of  it  also  in  Bolivia.  Together  they  accounted  for  7% 
of  total  world  production  in  1935.  However,  since  then  pro- 
duction was  materially  increased,  and  in  1939,  mercury  pro- 
duction in  Mexico  alone  amounted  to  250  tons.  Stimulated 
by  war  demands  its  estimated  production  may  reach  600  tons 
for  the  current  year. 

Petroleum — Latin  American  production  amounted  to  near- 
ly 300,000,000  barrels  in  1938,  or  some  15%  of  world  output 
of  crude  oil.  This  compares  with  approximately  1,300,000,000 
barrels  produced  in  the  United  States,  in  1937,  amounting  to 
63%  of  world  production.  Of  the  total  Latin  American  pro- 
duction, Venezuela  accounted  for  187  million  barrels  followed 
by  Mexico  with  35  million,  Colombia  22  million,  Trinidad  18 
million,  Argentina  17  million  and  Peru  16  million  barrels  of 
crude  petroleum.  Despite  the  smaller  production  volume,  Latin 
American  exports  of  petroleum  products  surpassed  those  of 
the  United  States. 

Rubber — Production  in  Latin  America  amounted  to  barely 
1.7%  of  the  world  total  in  1937.  It  is  concentrated  principally 
in  the  Brazilian  States  of  Para  and  Amazonas.  New  planta- 


[18] 


tion  experiments  undertaken  by  the  Ford  Motor  Company 
and  other  projects,  if  successful,  may  serve  as  on  incentive 
to  bring  back  the  rubber  industry  to  its  original  home  state. 

Tin — Bolivia  with  17%  of  world  production  is  the  third 
largest  producer.  The  Bolivian  deposits  ore  among  the  richest 
and  largest  in  the  world.  If  smelting  refineries  were  to  be 
developed  in  Bolivia  she  could  become  the  greatest  producer 
of  tin  in  the  world. 

Tungsten — Tungsten  is  a strategic  material  of  importance 
as  a ferro-alloy  and  for  the  manufacture  of  incandescent 
lamps.  Latin  America's  share  in  1937  amounted  to  10.5%  of 
the  total  world  production.  It  is  mined  chiefly  in  Bolivia,  fol- 
lowed by  Argentina,  Peru  and  Mexico,  with  some  deposits 
in  Cuba. 

Vanadium — Vanadium  deposits  are  found  principally  in 
Peru.  Its  use  for  special  alloy  steels  puts  it  in  the  class  of 
strategic  materials. 

Zinc — Zinc  is  mined  chiefly  in  Mexico  (82%  of  Latin  Amer- 
ican production)  followed  by  Peru,  Argentina  and  Bolivia. 

In  addition  to  the  above  mentioned  there  ore  deposits  of 
silver  and  gold  in  Latin  America.  Gold  production  in  1937 
amounted  to  over  7%  and  silver  to  over  42%  of  world  pro- 
duction. Export  of  nitrates  amounted  to  61%  of  total  world 
exports.  There  is  nickel  in  Brazil,  platinum  and  emeralds 
chiefly  in  Colombia,  and  asphalt  deposits  in  Venezuela. 

Want  Amidst  Plenty 

Fertile  lands  and  rich  deposits  do  not  of  themselves  create 
wealth.  Wealth  is  created  by  capital  and  labor,  through  proper 
distribution  and  proper  consumption  of  natural  resources.  Latin 
American  countries  possess  the  basic  materials  (except  suf- 
ficient coal)  but  lack  other  ingredients  that  make  for  economic 
progress.  There  is  neither  sufficient  capital  nor  enough  in- 
dustrial labor,  neither  proper  traffic  facilities  nor  a sufficiently 
developed  domestic  demand,  to  bring  about  a sustained  rise 
of  industrial  prosperity.  Most  important  of  all,  Latin  American 
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countries  lack  a well-developed  middle  class  without  which 
there  is  no  economic  or  political  stability. 

With  few  exceptions,  Latin  American  production  is  by 
and  large,  not  only  concentrated  in  primary  raw  materials 
but  in  proverbial  fashion  of  "all  eggs  in  one  basket,”  it  is 
largely  one-  or  at  most  two-crop  economies.  Thus,  wheat, 
flour  and  corn  constitute  nearly  one-half  of  Argentina's  ex- 
port trade.  Besides  petroleum,  cotton  is  an  important  means  of 
livelihood  for  Peru.  Tin  occupies  80%  of  Boliva's  export  trade, 
and  65%  of  Chile's  exports  are  in  nitrates  and  copper.  Coffee 
constitutes  54%,  of  Colombia's  and  65%  of  Costa-Rica's  ex- 
ports; while  90%  of  Guatemala's  sales  abroad  ore  coffee  and 
bananas.  Bananas  constitute  78%,  of  Honduras',  49%,  of 
Nicaragua's  and  86%  of  Panama's  exports.  Venezuela's  export 
trade  is  up  to  90%  in  petroleum,  34%  of  Mexico's  exports  are 
in  gold  and  silver  and  21%  in  crude  oil;  Mexican  mining  in- 
dustry thus  provides  two-thirds  of  all  her  exports. 

Lured  by  a rise  in  prices  in  times  of  prosperity,  the  output 
of  these  one  crop  materials  usually  reaches  exaggerated  peaks 
of  production,  with  the  inevitable  slump  of  prices  in  normal 
times  and  economic  disaster  in  times  of  depression.  This  may 
be  considered  the  economic  iron  law  of  all  one-  or  two-crop 
economies.  To  take  one  instance,  it  has  been  estimated  that  a 
decrease  in  the  price  of  coffee  of  a single  cent  means  a loss 
of  $5,000,000  in  foreign  exchange  to  Colombia.  In  Bolivia  the 
dividing  line  between  prosperity  and  depression  runs  parallel 
with  the  price  of  tin,  and  a slump  in  coffee  or  nitrates  hits  all 
Chile  in  the  solar  plexus  of  economic  life.  The  further  train  of 
events  can  be  demonstrated  in  the  case  of  Argentina.  Argentina 
has  a tremendous  export  surplus  of  wheat,  corn  and  meat. 
And  yet  while  Argentina  burns  grain  and  dumps  its  excess 
meat  supply,  there  is  widespread  malnutrition  among  the 
poorer  classes,  and  meat  is  still  considered  a rare  delicacy 
on  the  daily  menu  of  the  rural  population.  This  too  has  a 
familiar  ring  from  experiences  in  other  parts  of  the  world. 

Want  is  a stern  schoolmaster.  After  the  first  world  war  with 
the  inevitable  readjustment  of  prices  and  notably  during  the 
depression  followed  by  curtailment  of  credit  and  worldwide 
reduction  in  consumption  of  raw  materials,  the  Latin  American 
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governments  became  acutely  aware  of  the  weakness  inherent 
in  the  rigid  system  of  the  prevalent  economic  pattern.  After 
trying  out  all  the  known  quack  remedies,  like  buying  up  crops, 
granting  export  subsidies  or  fallow  premiums  for  crop  limita- 
tion, and  such  drastic  means  of  destruction  os  burning  and 
dumping  of  excess  supplies,  the  governments  became  more 
and  more  convinced  of  the  need  of  diversification  and  stimula- 
tion of  domestic  markets.  In  short,  the  Latin  American  govern- 
ments became  industry-conscious. 


Industrial  Development 

On  the  whole,  Latin  American  industries  ore  poorly  de- 
veloped. Yet  there  is  noticeable  a promising  degree  of  prog- 
ress, reached  mostly  in  the  last  decade  or  so.  The  progress 
made  in  the  last  few  years  is  illustrated  in  the  following  data 
gleaned  from  the  publications  of  the  League  of  Nations:  The 
Chilean  index  of  production  for  1938  was  159.6  compared  with 
the  mean  average  of  1927-1929.  The  overage  production  index 
for  Argentina  increased  79%  in  the  years  1914-1935.  Cement 
production  increased  206%  and  paper  302%.  The  production 
index  for  Mexico  in  1938  was  54%  above  1934,  and  even  in 
smaller  countries  there  were  noticeable  improvements. 

Argentina  seems  to  be  leading  in  domestic  industries 
among  Latin  American  countries.  Cf  the  51/2  million  employed 
in  1938,  almost  half  were  employed  in  industry,  principally  in 
the  processing  of  food  products,  in  meat  packing,  manufacture 
of  animal  products,  canned  goods,  vegetable  oils  and  bev- 
erages. Argentina  has  a large  home  industry  in  textiles,  which 
in  1936  supplied  one-third  of  its  population  with  home-made 
cotton  cloth,  60%  of  the  linen,  and  80%  of  all  the  woolen  goods 
consumed  in  the  country.  Shoe  factories,  cigarettes,  paper, 
cement,  glass,  furniture,  electrical  appliances,  tires  and  auto- 
mobile assembly,  and  chemicals  ore  among  the  rising  in- 
dustries. The  total  value  of  manufactured  and  semi-manu- 
factured goods  produced  in  1939  is  said  to  have  nearly 
equalled  the  value  of  the  agricultural  and  pastoral  products. 
While  in  view  of  the  price  differential  between  farm  and  city 
products,  this  is  not  a completely  'valid  comparison,  there  is 
no  doubt  that  the  country  has  been  making  significant  strides 
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in  industrialization.  About  one  thousand  electric  power  plants 
were  counted  in  1937. 

Brazil,  too,  has  made  much  progress  in  this  field,  and  if 
anything,  has  a comparatively  more  diversified  production 
them  any  of  her  neighbors.  The  principal  factories  are  con- 
centrated in  Sao  Paulo  and  Rio  de  Janeiro.  Brazil  has  a well- 
developed  textile  industry  consuming  40%  of  her  cotton  crop. 
In  1934  there  were  124,000  workers  employed  in  352  mills. 
Today  there  ore  a great  many  more  supplying  almost  the 
entire  domestic  demand  in  cotton  textiles.  The  same  trend 
towards  self-sufficiency  is  found  in  paper,  chemicals  and  drug 
manufactures.  Besides  the  manufacture  of  consumers'  goods, 
Brazil  has  made  a modest  beginning  in  the  heavy  industrial 
field.  There  is  a slowly  developing  steel  industry,  for  the 
expansion  of  which  the  United  States  government  in  Septem- 
ber 1940  approved  a loan  of  twenty  million  dollars,  to  finance 
the  establishment  of  a large  steel  plant  on  Brazilian  territory. 
In  1930  Brazil  produced  87,000  tons  of  cement;  this  rose  to 

697.000  tons  in  1939.  Lumber  production  rose  from  260,000 
tons  in  1930  to  one  million  tons  in  1939.  The  number  of  electric 
power  and  light  companies  increased  from  88  in  1910  to  over 

1.000  in  1936. 

Chile  has  one-quarter  of  her  labor  engaged  in  manu- 
facturing pursuits,  mostly  in  foodstuffs,  clothing,  shoes,  chem- 
icals and  household  articles  industries.  Extensive  nitrate  de- 
posits stimulated  the  manufacture  of  explosives,  fertilizers 
and  iodine.  She  has  also  a number  of  large  cement  factories, 
a small  iron  and  steel  industry  and  over  450  public  utility 
plants.  Copper  production  is  one  of  Chile's  largest  assets, 
but  the  facilities  for  refining  and  fabrication  are  negligible. 

Mexico  produces  foodstuffs,  beverages,  and  textiles.  The 
textile  industry,  with  over  120  large  mills,  supplies  almost 
all  of  the  domestic  demand.  Home  industry  supplies  the  na- 
tion's shoes,  cement,  tobacco  and  chemical  products.  Mexico 
has  also  important  iron  and  steel  plants,  exceeding  those  of 
Brazil  or  Chile,  and  there  are  some  500  electric  plants.  Her 
electric  light  and  power  industry  is  valued  at  over  $70,000,000. 

However,  all  this  is  merely  a good  beginning.  Industriali- 
zation is  by  the  very  nature  of  things  a slow  process.  As  in- 
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dicated  at  the  outset,  it  requires  not  only  accumulation  of 
physicial  resources,  easy  access  to  raw  materials,  and  trcms- 
portation  facilities  for  marketing  the  ready  products,  but  also 
liquid  capital  and  adequate  labor  forces,  with  large  enough 
and  near  enough  communities  to  absorb  a goodly  proportion 
of  the  industrial  output.  None  of  these  factors  ore  fully  ad- 
justed in  Latin  American  countries.  To  take  one  instance,  a 
comparison  between  Chile  and  the  United  States  on  the  basis 
of  per  capita  output  of  horsepower  hours  shows  1,90  for 
Chile  with  18%  representing  human  labor,  compared  with 
the  United  States  13,38  horsepower  hours  per  capita  with 
less  than  2.5%  representing  human  labor  and  the  balance 
mechanical  power.  Power  consumption  being  the  most  re- 
liable measuring  rod  of  industrial  progress,  the  backwardness 
of  these  countries  in  industrial  development  is  strikingly 
illustrated. 

And  yet,  if  there  is  anything  of  the  greatest  importance 
for  Latin  America,  it  is  to  increase  the  size  and  tempo  of 
industrialization.  Only  thus  will  Latin  America  be  saved  from 
financial  malnutrition  and  chronic  crises.  Only  thus  will  Latin 
America  be  able  to  create  a middle  class  as  a backbone 
for  future  stability.  This  process  is  just  as  important  for  the 
United  States,  whose  capital  investments  (in  strict  partnership 
instead  of  overlordship)  will  be  called  upon  to  help  build  these 
industries,  and  whose  industrial  machinery  and  tools  of  pro- 
duction will  find  a ready  market  in  these  countries.  A pros- 
perous Latin  America  will  not  only  increase  our  trade,  but 
make  our  investments  safe  and  durable.  This  is  still  a virgin 
field  and  remains  so  despite  our  direct  investments  in  Latin 
American  enterprises  to  the  amount  of  three  billion  dollars. 

Development  of  Latin  American  industries  is  not  only  a 
vital  necessity  for  the  people  of  Latin  America,  but  also  an 
excellent  prospect  for  more  and  better  United  States  business 
in  Latin  America. 

United  States  Investments  in  Latin  America 

United  States  investments  in  Latin  American  countries 
were  estimated  at  four  to  five  billion  dollars  in  1936.  According 
to  Dr.  Winkler,  United  States  holdings  of  Latin  American  gov- 
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eminent  and  industrial  bonds,  plus  direct  investments  in 
plants  and  properties,  amounted  to  $4,607,410,000.  Nearly  75% 
of  this  sum  has  been  invested  since  the  first  world  war. 
In  1935,  United  States  loans  to  Latin  American  countries 
amounted  to  $1,346,000,000.  United  States  investments  in  min- 
ing and  public  utilities,  banks,  trading  companies,  etc.  in 
Latin  America  were  estimated  at  $3,261,000,000  which  repre- 
sented nearly  45%  of  all  direct  foreign  investments  of  the 
United  States.  Our  total  investments  in  Mexico  alone  amounted 
to  nearly  one  billion  dollars,  mostly  in  mining  and  smelting 
corporations,  followed  by  investments  in  railroads,  electric 
power,  banking,  telephone,  hotels,  etc.  We  hove  interests  in 
every  large-scale  productive  enterprise  in  Latin  America:  con- 
trolling interests  in  American  mining  companies  in  Peru  and 
Chile;  in  the  oil  companies  in  Venezuela,  in  Colombia,  Mexico 
and  Peru;  in  the  sugar  and  fruit  industries  in  the  West  Indies 
and  Central  America;  in  the  silver  mines  in  Mexico,  and  in 
public  utilities  throughout  Latin  America. 

Some  idea  of  the  distribution  of  United  States  investments 
in  Latin  America  may  be  gained  from  estimates  compiled 
by  the  Foreign  Policy  Association: 

The  direct  United  States  investments  in  Latin  American 
countries  ore  divided  as  follows:  $666,200,000  in  Cuba;  $485,- 
700,000  in  Chile;  $479,500,000  in  Mexico;  $348,300,000  (plus 
$198,000,000  indirect  investments  in  government  bonds)  in 
Argentina;  $194,300,000  in  Brazil  (in  addition  to  $275,000,000 
indirect  investments);  $186,300,000  in  Venezuela;  $148,400,000 
in  Central  America;  $107,500,000  direct!  and  $128,000  indirect) 
in  Colombia;  $96,000,000  in  Peru;  $40,700,000  in  the  Dominican 
Republic;  $18,300,000  in  Bolivia;  $13,900,000  in  Uruguay;  and 
$63,700,000  in  all  others. 

Total  British  investments  in  Latin  America  are  estimated 
at  nearly  four  billion,  most  of  it  in  direct  investments  in  mining, 
industry  and  commerce.  Secretary  of  the  Treasury  Morgenthou, 
in  a recent  summary  of  Britain's  financial  position  estimated 
the  value  of  British  long-term  loans  in  Latin  America  at  one 
billion  dollars. 

The  loan  muddle  in  South  America  created  a great  deal  of 
heat  and  misunderstanding.  In  fact  the  general  public  still 
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thinks  of  Latin  American  investments  in  terms  of  default  and 
financial  irresponsibility.  As  shown  by  Dr.  Winkler,  the  total 
loss  in  completely  defaulted  bonds  did  not  exceed  $531,000,000, 
which  is  barely  1 1 % of  our  total  investments  in  Latin  America. 
Judging  from  the  default  of  war  loans  to  our  former  Allies,  or 
even  the  more  recent  loss  of  United  States  investments  in 
Germany,  this  seems  a comparatively  small  sum,  especially  if 
one  subtracts  the  dividends  paid  out  by  corporations  with  prop- 
erties in  Latin  America.  The  latter  items  run  up  to  over  600 
million  dollars  a year  and  consist  of  dividends,  diverse  income 
from  investments  and  ownership,  and  bond  redemptions  and 
sinking  fund  operations.  Considering  further  the  unscrupulous 
practices  of  loan  pushers,  and  all  too  obliging  money-lenders, 
who  in  the  merry  twenties  flooded  Latin  America  with  loons 
without  need  or  justification,  and  then  suddenly  during  the 
depression  began  pulling  the  purse  strings  without  mercy  or 
consideration,  there  is  little  wonder  that  there  were  bankrupt- 
cies and  repudiations. 

Let  us  take  the  case  of  Bolivia  in  the  first  post-war  decade. 
In  1922  Bolivia  received  from  an  American  banking  syndicate 
a loan  of  33  million  dollars  which  required  65  % of  the  country's 
total  revenue  merely  to  cover  the  service  charges.  In  1926,  an 
armament  loan  of  9 million  dollars  was  granted  by  British 
interests,  and  two  years  later  Dillon,  Read  and  Company  put 
through  another  loan  of  23  million.  How  Bolivia  could  pay 
interest  and  amortization  charges  from  her  small  revenues, 
nobody  apparently  undertook  to  investigate. 

Another  source  of  irritation  interfering  with  a realistic 
appraisal  of  the  situation  is  the  policy  of  expropriation  of  oil 
properties,  first  in  Bolivia,  on  March  13,  1937;  and,  a year  later 
— on  March  18,  1938,  in  Mexico.  In  the  old  Dollar  Diplomacy 
days,  such  acts  of  disregard  of  foreign  property  rights  would 
have  caused  direct  United  States  military  intervention.  Fortu- 
nately the  era  of  "shooting  it  out  for  profits"  is  definitely  on  the 
wane.  The  movement  to  free  the  subsoil  from  foreign  domination 
has  its  roots  deep  in  the  economic  and  social  structure  of  these 
countries.  It  is  not  merely  an  act  of  xenophobia.  Indeed,  to  be 
fully  understood,  the  Revolution  of  Mexico  based  on  the  Con- 
stitution of  1917  has  to  be  taken  in  its  larger  aspect,  and  not 
merely  as  a conflict  with  foreign  oil  companies.  It  was  esti- 
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mated  that  during  the  Diaz  regime  some  114  landowners  held 
nearly  one-quarter  of  all  privately  owned  land  and  one-fifth 
of  Mexican  soil  was  in  foreign  hands.  On  the  other  side  of  the 
fence  were  herded  masses  of  landless  villagers  and  peons  tied 
down  to  the  plantations  of  foreign  landowners.  No  country 
and  no  nation  can  tolerate  such  a state  of  affairs,  and  the 
"legal  revolution"  for  the  division  of  land,  the  Ejido,  is  merely 
the  assertion  of  the  old  truism,  that  in  the  long  run  social 
justice  takes  precedence  over  property  justice. 

Emancipation  of  Mexico  from  foreign  ownership  while  an 
act  of  Mexican  nationalism,  is  at  the  same  time  a step  forward 
toward  enlightened  Pan-Americanism.  The  question  of  com- 
pensation is  another  problem  which,  with  mutual  good-will 
can  and  will  be  settled  sooner  or  later.  For,  Mexico  needs 
foreign  capital,  not  capital  that  enslaves,  but  capital  that  serves 
the  interest  of  the  country  from  which  it  derives  its  dividends. 
No  country  can  tolerate  foreign  exploitation  for  long.  Thus,  for 
instance,  one  hears  Colombian  authorities  complaining  that 
the  country  receives  no  part  of  the  proceeds  of  its  petroleum 
exports,  hardly  70%  of  the  value  of  its  bananas  sold,  and  only 
40%  of  the  platinum  exports.  In  Chile  of  the  two  most  important 
national  assets,  copper  is  95%  American  owned  and  nitrates 
are  in  the  hands  of  American  and  British  interests.  The  profits 
from  these  enterprises  are  distributed  among  foreign  owners 
and  shareholders  and  from  the  balance  of  foreign  exchange 
resulting  from  the  sale  of  these  products  Chile  must  service  a 
tremendous  debt  load  which  she  owes  the  United  States. 
The  same  story  repeats  itself  in  other  countries. 

Latin  American  Commerce 

Latin  American  economy  is  based  on  exports.  The  produc- 
tive capacity  of  Latin  American  countries  is  geared  to  supply 
foreign  demands.  If  one  may  borrow  a simile  from  the  vocabu- 
lary of  physics,  it  is  a centrifugal  and  extracontinentally 
oriented  economy.  Its  production  is  for  far  distant  lands,  coun- 
tries and  continents,  and  in  a sense  Latin  America  is  one  of 
the  world's  most  valuable  economic  regions.  However,  while 
great  industrial  empires  like  Great  Britain  and  Germany,  which 
likewise  produce  for  world  economy,  dispose  of  a surplus  of 
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manufactured  goods,  the  Latin  American  countries  resemble 
more  colonial  dependencies  in  their  production  and  export  of 
basic  materials.  In  true  colonial  fashion,  the  extent  of  the  ex- 
ploitation and  exportation  of  these  materials  is  determined  not 
by  the  capacity  to  produce,  but  largely  by  the  demand  and 
absorptive  capacities  of  the  world  industrial  centers.  The 
domestic  market  ploys  a subordinate  role,  if  any.  This  can  be 
best  illustrated  by  comparison  with  the  United  States.  Total 
United  States  export  values  amounted  to  three  billion  dollars 
in  1938.  Yet  the  proportion  of  our  total  foreign  exports  to 
internal  consumption  was  between  8-9%.  Latin  American  pro- 
duction in  the  year  1937,  was  estimated  at  approximately  six 
billion  gold  dollars  in  value,  (primary  production  alone  was 
somewhere  near  the  five  billion  mark),  while  total  exports  for 
that  year  amounted  to  $1,583,000,000,  so  that  27%  of  the  total 
and  nearly  one-third  of  the  entire  primary  material  production 
was  for  export. 

In  certain  countries  the  situation  is  even  more  difficult.  In 
1933  it  was  estimated  that  Argentina  exported  40%  of  her 
total  production.  The  interim  development  of  industries  modi- 
fied this  trend,  but  exports,  on  a whole  ore  still  probably  one- 
fourth  to  one-third  of  production,  depending  on  the  available 
export  possibilities  and  other  factors. 

Total  Latin  American  exports  in  1938  amounted  to 
$1,834,000,000  and  imports  to  $1,488,000,000  in  value.  Export 
goods  were  concentrated  in  a limited  number  of  materials  and 
foodstuffs,  such  as  coffee,  corn,  cotton,  copper,  frozen  and 
chilled  meat,  sugar,  wheat  and  wool  which  altogether  ac- 
counted for  one-half  of  the  total  export  values.  Others  like 
cacao,  hides  and  skins,  bananas,  linseed,  petroleum  and  tin 
made  up  the  bulk  of  the  remainder.  Minerals,  casein,  castor 
beans,  quebracho,  sisal  and  henequen,  are  of  great  material 
importance,  but  were  less  so  in  cash  export  value.  Principal 
export  items  as  compiled  by  the  League  of  Nations  for  1937, 
are  summarized  in  the  following,  according  to  volume  and 
percentages  in  world  trade. 
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TABLE  I. 


Commodity 

Corn  

LATIN  AMERICAN  EXPORTS 

(thousands  of  metric  tons) 

Volume 

9,970 

Percentage 
of  orld  Exports 

73.6 

Wheat  

4,067 

28.9 

Sugar  

4,087 

48.4 

Coffee  

1,282 

81.4 

Cacao  

183 

27.8 

Wool  

185 

16.1 

Cattle  Hides 

- 253 

42.1 

Cotton  

318.6 

9.5 

Nitrates  

1,443 

61.6 

Copper  

414.9 

25.9 

Tin  Ore  

25 

20.0 

Of  the 

total  Latin 

American  sugar  exports. 

72%  went  to 

the  United  States,  6%  to  Continental  Europe  and  18%  to  the 
United  Kingdom.  In  coffee  exports,  United  States  received  57%, 
Continental  Europe  29  % and  United  Kingdom  only  1 %> . Exports 
in  hides  and  skins:  United  States  24%,;  Continental  Europe  57%; 
and  United  Kingdom  9 %, . The  figures  in  wool  exports  were  8 % ; 
50%;  and  23%,  respectively.  Meat  exports  went  74%  to 
the  United  Kingdom,  19%  to  Continental  Europe,  and  only 
5%  to  the  United  States.  Cotton  exports  were  up  to  48%  to 
Continental  Europe,  26%  to  United  Kingdom,  and  only  2%  to 
the  United  States.  Wheat  was  exported  up  to  19%  to  Con- 
tinental Europe,  13%  to  United  Kingdom,  and  68%  to  other 
countries.  In  1937  Argentina  exported  chilled  and  frozen  meat 
for  94  million  dollars  of  which  80%  were  taken  by  Great 
Britain. 

The  principal  commodities  exported  by  Latin  American 
countries  in  relation  to  the  total  exports  of  each  country,  in 
1938,  are  analyzed  in  the  following  (Table  II). 
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TABLE  II. 


EXPORTS  OF  SURPLUS  COMMODITIES* 


Country  Commodity 

Argentina cereals  and  linseed 

meat  

wool  - - 

Brazil coffee  

cotton  - 

Chile copper  - 

nitrates  and  iodine 

Colombia coffee  

petroleum  and  petroleum  products 

bananas  

Cuba sugar  

Mexico silver  


gold  

lead  - 

petroleum  

zinc  

copper  

Peru petroleum  and  products 

copper  bars 

cotton - 

sugar  - 

Venezuela** petroleum  

coffee  

* Foreign  Policy  Reports. 

**1937 


Percentage  of  Total 

42 

- 23 

11 

45 

- 18 

48 

22 

54 

23 

5 

82 

21 

20 

12 

9 

9 

4 

29 

17 

18 

7 

90 

5 


Brazil's  exports  in  two  commodities,  coffee  and  cotton, 
amounted  to  63%  of  all  her  exports;  and  copper,  nitrates  and 
iodine  made  up  70%  of  Chile's  total. 

Latin  American  total  imports  in  1938  amounted  to  $1,488,- 
000,000  in  value,  os  compared  with  exports  of  $1,834,000,000 
leaving  a favorable  balance  of  trade  amounting  to  346  million 
dollars.  The  following  (Table  III)  analyzes  Latin  American 
imports  according  to  commodities  and  exporting  countries: 
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Latin  American  major  imports  were  machinery  and  ma- 
chine tools,  textiles,  iron  and  steel  manufactures  and  vehicles. 
They  accounted  for  nearly  three-quarters  of  the  imported 
values  in  commodities  classified  in  the  above  tabulation. 
Other  groups  imported  were  vegetable  food  products  and 
beverages,  chemicals,  drugs,  and  coal.  Imports  of  machinery 
and  machine  tools  amounted  to  206  million  dollars,  59%  of 
which  came  from  the  United  States  and  25%  from  Germany. 
Next  follow  textiles,  with  156  million  dollars,  of  which  the 
United  Kingdom  had  a 38%  share,  Germany  12%,  and  the 
United  States  20%.  There  were  127  million  dollars  worth  of 
vehicles  imported  into  Latin  America,  mostly  from  the  United 
States  (65%,),  the  United  Kingdom  and  Germany  dividing  the 
remainder  (15%,  and  14 %o  respectively).  Another  large  group, 
iron  and  steel  manufactures,  amounting  to  145  million  dollars, 
were  delivered  by  the  United  States  and  Germany,  providing 
37  %o  each,  followed  by  Britain  with  10%=.  The  large  imports  of 
machinery,  machine  tools,  vehicles,  and  iron  and  steel  goods, 
in  contradistinction  to  smaller  imports  of  goods  for  immediate 
consumption  attest  to  the  industrial  progress  made  by  these 
countries  in  the  last  few  years.  While  the  export  trade  of  Latin 
America  is  still  largely  concentrated  in  primary  materials,  the 
import  schedule  is  slowly  changing  from  a consumers'  demand 
by  the  development  of  a certain  degree  of  self-sufficiency  in 
consumers'  goods,  including  chemicals,  drugs,  glass,  leather 
goods,  ceramics,  paper  products  and,  to  a certain  extent, 
textiles. 

Inter-Latin  American  Trade 

Before  analyzing  foreign  Latin  American  trade  in  more 
detail,  particularly  as  it  affects  the  United  States,  a short 
review  of  the  trading  positions  of  the  twenty  Latin  American 
countries  among  themselves  will  shed  additional  light  on  the 
peculiar  economic  problems  of  these  countries.  The  twenty 
Republics  of  Latin  America  with  an  aggregate  population  of 
127  million  represent  on  important  consumers'  market  and, 
ordinarily,  one  would  expect  that  at  least  a large  port  of  the 
domestic  demand  filled  is  via  the  trade  arteries  of  these  coun- 
tries engaged  in  exchange  of  goods  and  services  among  them- 
selves. A perusal  of  the  figures  of  Table  IV  shows  conclusively 


[31] 


that  any  such  expectation  is  doomed  to  disappointment.  These 
figures  represent  a preliminary  study  by  the  Bureau  of  Foreign 
and  Domestic  Commerce  of  the  United  States  Department  of 
Commerce,  and  are  neither  complete  nor  uniform.  Countries 
like  Costa  Rica,  Ecuador,  Guatemala,  Honduras,  Nicaragua, 
Panama  and  El  Salvador  have  been  eliminated  because  of 
lack  of  data.  Nevertheless  the  table  represents  a real  scientific 
attempt  to  grasp  into  the  mold  of  cold  figures  a difficult  and 
elusive  statistical  problem. 


TABLE  IV 

INTER-LATIN  AMERICAN  TRADE— 1940 
(Thousands  of  dollars  and  percentages  of  shares) 


Exporting 

Total  To  All 

Total  to  Latin 

Countries 

Countries 

American  Countries  % 

Argentina  (Jan. -Nov.)  

...  358,593 

43,166 

12.0 

Bolivia  (Jan. -June)  

...  20,638 

418 

2.0 

Brazil  (Jan. -June)  — 

...  142,291 

11,692 

8.2 

Chile  (Jan.-Sept.)  

114,942 

5,915 

5.1 

Colombia  (Jan.-Sept.)  

2,047 

53 

2.6 

Cuba  (Jan. -Nov.)  

...  120,231 

1,672 

1.4 

Dominican  Republic  (Jan. -June) 

....  13,086 

176 

1.3 

Haiti  (Oct.  1939-Sept.  1940)  .... 

5,399 

5 

0.1 

Mexico  (Jan. -May)  

....  78,294 

1,016 

1.3 

Paraguay  (Jan.-Sept.)  

4,643 

1,114 

24.0 

Peru  (Jan. -Oct.)  

....  56,297 

15,416 

27.4 

Uruguay  (Jan. -June)  

....  34,645 

3,259 

9.4 

Venezuela  (Jan. -June)  

....  139,479 

2,063 

1.5 

Total  Latin-American  Republics.. 

....1,090,585 

85,965 

7.9 
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TABLE  IV.  (Continued) 


Total  from  All  Total  from  Latin 

Countries  American  Countries  % 


Importing 
Countries 

Argentina  (Jan.-Nov.) 

Bolivia  (Jan.-June)  .... 

Brazil  (Jan.-June)  

Chile  (Jan. -Sept.)  

Colombia  (Jan. -Sept.) 

Cuba  (Jan.-Nov.)  

Dominican  Republic  (Jan.-June).... 
Haiti  (Oct.  1939-Sept.  1940)  ...... 

Mexico  (Jan. -May)  

Paraguay  (Jan. -Sept.)  

Peru  (Jan.-Oct.)  

Uruguay  (Jan.-June)  

Venezuela  (Jan.-June)  

Total  Latin-American  Republics 


232,673 

36,802 

15.8 

9,111 

3,101 

34.0 

139,524 

18,630 

13.4 

73,949 

12,819 

17.3 

2,028 

103 

5.1 

95,650 

2,241 

2.3 

5,215 

51 

1.0 

7,940 

84 

1.1 

5-2,422 

934 

1.8 

6,450 

3,076 

47.7 

44,093 

5,291 

12.0 

17,506 

5,322 

30.4 

5-5,378 

665 

1.2 

741,939 

89,119 

12.0 

Taking  the  aggregate  of  the  twenty  Latin  American  coun- 
tries into  consideration  and  disregarding  the  differences  in 
time  and  seasonal  changes,  inter-American  trade  was  barely 
7.9%  of  the  total  export  trade  and  12%  of  the  total  imports  of 
the  Latin  American  Republics.  More  revealing  and  also  more 
accurate  ore  the  data  relating  to  the  role  of  individual  Latin 
American  Republics  in  the  inter-trade  movements  among  these 
countries.  Thus  Argentina  had  only  a 12%  share  of  her  total 
export  trade  and  nearly  16%  of  her  total  imports  derived 
from  Latin  American  countries.  For  Brazil  the  same  relative 
percentages  are  8%  in  exports  and  13%  in  imports,  and  for 
Chile  the  relative  figures  ore  5%  and  17%.  The  largest  shore 
on  a percentage  basis  in  relation  to  the  total  trade  had  Peru 
with  27.4  7o  of  her  total  exports  going  to  the  Latin  American 
countries  and  Paraguay  with  nearly  48%,  of  her  total  imports 
(but  only  $3,076,000  in  value)  derived  from  the  Latin  American 
Republics.  In  cash  value,  the  largest  share  of  inter-Latin  Amer- 
ican trade  goes  to  Argentina  with  $43,166,000  in  experts  and 
$36,802,000  in  Latin  American  imports. 

Among  the  countries  with  whom  Argentina  does  the  larg- 
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est  business  in  inter-Latin  American  trade  is  Brazil  which 
bought  from  her  to  the  extent  of  19  million  dollars,  from  Jan- 
uary to  November,  1940,  and  sold  to  her  goods  and  services 
for  17  million,  during  the  same  period.  Brazil  accounted  for 
almost  half,  approximately  45%  of  the  total  Argentine  inter- 
Latin  American  trade.  On  the  other  hand,  the  Argentine  share 
in  Brazil's  trade  with  Latin  American  countries  amounted  to 
70%  in  exports  and  71%  in  imports.  Besides  Brazil,  Argentina's 
next  best  customer  is  Uruguay  which  bought  some  $6,000,000 
in  value,  followed  by  Chile  with  $5,000,000,  Bolivia  with 
$4,000,000,  and  Peru  and  Paraguay  with  $3,000,000  each. 
Brazil's  second  inter-Latin  American  buyer,  next  to  Argentina 
was  Uruguay  which  took  $2,000,000  worth  of  goods  or  17%, 
of  Brazil's  inter-Latin  American  exports  amounting  in  the  ag- 
gregate to  some  8%  of  her  total  exports  to  all  destinations. 
Peru  exported  to  Latin  American  countries  more  than 
$15,000,000  worth  of  goods.  These  goods  were  sold  principally 
to  Chile,  in  the  amount  of  nearly  $6,000,000,  or  39%,  nearly 
$3,000,000,  18%,  each  to  Argentina  and  Brazil,  8%  to  Uruguay, 
6%,  to  Bolivia  and  5%,  to  Colombia.  Chile  with  $6,000,000  inter- 
Latin  American  exports,  sold  about  one-half  to  Argentina,  13% 
to  Bolivia  and  10%  each  to  Brazil  and  Cuba.  Bolivia's  small 
trade  went  principally  to  Argentina  (75%),  and  Paraguay's 
shore  of  one  million  dollars  Latin  American  exports  went  almost 
wholly  to  Argentina  (89%,).  Venezuela's  Latin  American  sales 
of  over  $2,000,000  were  divided  between  Brazil,  44%,  and 
Argentina,  29%>.  Curiously  enough,  from  among  the  larger  Latin 
American  countries  Mexico  had  the  most  negligible  share  in 
inter-Latin  American  trade  amounting  to  barely  1.3%,  of  her 
total  exports  and  1.8%,  of  her  imports.  In  all  this  the  geo- 
graphical factor  plays  an  important  role,  and  besides  other 
considerations,  such  as  competitive  production,  poor  traffic 
facilities,  lack  of  organization  and  often  poor  salesmanship,  it 
determines  the  extent  of  economic  interpenetration  among  the 
individual  Republics.  In  general  inter-Latin  American  trade  has 
been  greatly  neglected  in  the  past.  Perhaps  under  the  stimulus 
of  war  and  the  breakdown  of  overseas  trade,  there  will  come 
a better  understanding  of  the  value  of  mutual  economic  coop- 
eration which  will  put  inter-American  trade  on  a proper  basis 
of  profitable  development. 
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United  States  Trade  with  Latin  America 

In  1938,  the  last  normal  pre-war  year,  our  exports  to  the 
20  Latin  American  republics  amounted  to  nearly  one-half 
billion  dollars,  or  16%  of  our  total  exports.  Our  imports  from 
them  for  the  same  year  were  $450,000,000,  over  23%  of  our 
total  imports.  These  figures  bring  home  impressively  the  im- 
portance of  Latin  American  trade,  even  if  we  discount  the 
element  of  good  neighborliness  and  the  critical  strategic  and 
political  aspects  of  the  present  situation.  The  following  (Table 
V.)  illustrates  the  development  of  trade  with  Latin  America. 

TABLE  V. 

TOTAL  VALUE  OF  UNITED  STATES  MERCHANDISE  TRADE 
WITH  LATIN  AMERICA 
Annual  average  and  yearly  figures  1900 — 1940 
(value  in  thousands  of  dollars) 

20  Latin  American  Republics 


Period 

Exports 

including 

re-exports 

Percent 
of  total 

U.  S.  Exports 

General 

Imports 

Percent 
of  total 

U.  S.  Imports 

1901-1905  

....  134,506 

9.1 

245,450 

24.3 

1906-1910  

....  224,835- 

12.4 

329,795 

23.9 

1911-1915^  

....  293,338 

11.6 

477,699 

21 A 

1916-1920  

....  858,629 

12.6 

1,209,114 

34.4 

1921-1925  

....  704,234 

16.0 

922,199 

26.7 

1926-1930  

....  801,949 

16.8 

928,208 

23.0 

1931-1935  

....  274,883 

13.6 

389,865 

22.8 

1929  

....  911,749 

17.4 

1,014,127 

23.1 

1930  

....  628,176 

16.3 

677,720 

22.1 

1931  

....  312,617 

12.9 

478,165 

22.9 

1932  

....  194,486 

12.1 

323,190 

24.4 

1933  

....  215,680 

12.9 

316,039 

21.8 

1934  

....  307,274 

14.4 

370,935 

22.4 

1935  

....  344,360 

15.1 

460,997 

22.5 

1936  

....  395,045- 

16.1 

501,610 

20.7 

1937  

....  578,203 

17.3 

672,611 

21.8 

1938  

....  494,821 

16.0 

453,517 

23.1 

1939  

....  568,826 

17.9 

518,035 

22.3 

1940  - 

....  727,000 

18.1 

620,000 

23.6 
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A general  review  of  the  gradual  development  of  our  trade 
with  Latin  America  shows,  that  while  at  the  beginning  of  the 
current  century  Latin  American  trade  with  the  Lfnited  States 
was  9%  of  the  total  United  States  exports  and  24%  of  our 
imports,  it  grew  in  volume  and  in  'value  up  to  13.6%  of  exports 
from  the  United  States  and  22.8%  of  imports  to  the  United 
States  in  the  1931-1935  period.  A perusal  of  the  above  table 
shows  that  the  curve  of  increase,  while  on  the  whole  climbing 
upward,  was  irregular  during  the  course,  of  years  and  that  the 
differential  between  imports  and  exports  did  not  run  on  parallel 
lines  in  all  these  periods.  Thus  we  find  a slump  in  our  exports 
in  the  1911-1915  period  (before  our  entry  into  the  war)  while 
our  import  quota  from  Latin  America  climbed  from  23.9%  in 
the  1906-1910  period  to  27.4%  of  the  total  United  States  imports 
during  1911-1915. 

In  the  1921-1925  period  there  was  again  a decrease  in  our 
exports  to  Latin  America  and  on  even  greater  fall  in  our 
imports.  In  1931-1935  our  exports  to  Latin  America  dropped  to 
almost  one-third  of  those  of  the  previous  quinquennium  (from 
$801,949  to  $274,883)  and  there  was  a similar  though  somewhat 
less  drastic  drop  in  our  imports.  This  is  not  well  visualized  in 
the  percentages,  because  our  foreign  trade  during  this  period 
reached  a low-water  mark  in  general.  However,  in  proportion 
to  the  general  stringency  of  commerce,  the  Latin  American 
trade  was  even  lower  than  the  prevailing  trend.  As  would  be 
expected,  the  decrease  in  trade  was  most  severe  in  the  year 
1932-1933,  following  which  there  was  a pronounced  recovery 
up  to  the  year  1937,  which  registered  the  highest  relative  gains 
except  for  the  years  1929  and  1930.  In  all  these  changes  the 
relation  between  exports  and  imports  shows  a constant 
tendency  of  incongruity.  As  a general  rule,  our  imports  ex- 
ceeded our  exports  to  Latin  America  by  a considerable  margin. 
A reversal  of  this  situation  took  place  in  1938  and  in  1939, 
and  has  continued  during  the  present  world  conflict. 

For  the  last  three  years  Latin  American  trade  with  the 
United  States  gave  our  neighbors  on  unfavorable  balance 
amounting  to  41  million  dollars  in  1938  and  over  50  million  in 
1939.  The  gap  between  Latin  American  imports  and  exports 
in  trade  with  the  United  States  widened  even  more  since 
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the  beginning  of  the  war  in  September,  1939,  resulting  in  a 
deficit  of  over  93  million  dollars  during  the  nine  months'  period 
from  September  1939  to  May  1940,  and  a loss  of  107  million 
dollars  for  the  year  1940.  This  new  trend  has  important  bear- 
ing on  the  economic  systems  of  the  Americas,  and  has  been 
a potent  factor  in  shaping  future  developments  of  inter-Ameri- 
can relations. 

The  nature  of  goods  exchanged  between  the  United  States 
and  South  America  has  changed  little  as  a whole,  despite 
sizable  fluctuations  in  quantity  and  a shift  in  quality  of  in- 
dividual goods.  The  largest  items  of  South  American  export 
to  the  United  States  for  1938  have  been  agricultural  products, 
to  the  amount  of  nearly  200  million  dollars,  with  less  than 
70  million  dollars'  worth  of  exports  of  non-agricultural  products. 
These  exports  were  over  132  million  dollars  in  crude  food- 
stuffs, and  80  million  in  crude  materials.  There  were  less  than 
35  million  dollars'  worth  of  semi-manufactures  and  two  million 
in  finished  manufactures  exported  to  the  United  States  from 
South  America  in  1938.  In  contrast  with  exports,  Souh  Amer- 
ican imports  from  the  United  States  were  chiefly  in  non-agri- 
cultural goods  to  the  amount  of  over  280  million  dollars,  of 
which  finished  goods  total  over  240  million  dollars.  In 
Table  VI.,  total  United  States  exports  to  Latin  America 
ore  itemized  according  to  commodities,  their  dollar  values,  and 
the  percentages  of  total  exports  of  individual  commodities 
and  total  United  States  exports  to  Latin  America. 

The  biggest  item  in  our  pre-war  export  trade  to  Latin 
America  is  automobiles  and  accessories,  which  amounted  to 
nearly  14%  of  our  total  exports  to  Latin  America  and  to  one- 
quarter  of  our  total  foreign  soles  of  this  special  commodity. 
Industrial  machinery  followed  second  with  11%  and  20%, 
respectively.  Latin  America  took  46%)  of  our  total  steel  and 
manufactures  exports;  38  % of  cotton  manufactures;  3 1 %o  of 
electrical  machinery;  and  30  %o  of  our  exports  in  agricultural 
machinery.  The  major  exports  in  finished  products,  including 
automobiles,  industrial  machinery,  electrical  machinery  and 
equipment,  steel  manufactures,  chemicals,  agricultural  ma- 
chinery and  cotton  manufactures  amounted  to  one-half  of 
our  entire  export  trade  to  Latin  America.  This  is  a fairly 
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TABLE  VI. 

PRINCIPAL  UNITED  STATES  EXPORTS  TO  LATIN  AMERICA 

IN  1938* 

(In  millions  of  dollars) 


Commodity 

Automobiles,  parts  and  accessories.... 

Industrial  machinery  

Petroleum  and  products 

Electrical  machinery  and  apparatus.. 

Chemicals  and  related  products 

Steel  and  manufactures 

Agricultural  machinery  and 
implements  

Cotton  manufactures  

Iron  and  steel  semi-manufactures 

Advanced  manufactures 

Aircraft  and  parts 

Lumber  and  wood  manufactures 

Wheat  flour 

Rubber  and  manufactures 

Paper  and  manufactures 

Lard  

Office  appliances 

Rayon  manufactures 

All  other 

Total  

* Foreign  Poliq^  Reports. 


Dollar 

value 

Per  cent 
taken  by 

L.  A. 

Per  cent  of 
total  exports 
to  L.  A. 

67.6 

25.0 

13.8 

53.1 

19.7 

10.8 

33.3 

8.6 

6.8 

31.4 

30.7 

6.4 

28.8 

22.3 

5.9 

24.1 

46.0 

4.9 

21.9 

29.0 

4.5 

17.1 

-bin 

3.5 

16.0 

12.1 

3.3 

14.8 

34.2 

3.0 

12.0 

17.6 

2.5 

11.5 

20.6 

2.3 

10.0 

43.1 

2.0 

8.4 

30.9 

1.7 

7.5 

28.9 

1.5 

5.9 

32.3 

1.2 

5.9 

20.4 

1.2 

4.0 

36.4 

0.8 

116.4 

23.4 

489.7 

16.0 

100.0 

accurate  generalization,  followed  with  certain  differences  by 
the  principal  countries  of  Latin  America.  Thus  we  find  in 
Argentina,  that  of  the  total  value  of  our  export  trade  in  1938, 
$86,793,150,  the  biggest  item  was  in  machinery  and  vehicles 
in  the  amount  of  $59,140,333.  Adding  metals  cmd  manufac- 
tures sold  to  the  amount  of  an  additional  $5,948,920,  we 
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arrive  at  a total  of  $65,089,250,  or  75%  of  the  total,  in  these 
items  alone.  Brazil  is  the  next  biggest  buyer  of  our  products 
in  South  America  with  $61,956,950  worth  of  imports,  followed 
by  Chile,  with  $24,603,153  worth  of  goods  bought  from  the 
United  States. 

Next  to  South  America,  the  West  Indies  and  Bermuda  as  a 
group  are  the  biggest  buyers  of  United  States  goods  within 
Latin  America,  our  total  export  sales  amounting  to  $152,000,000 
in  value.  Of  these,  Cuba  stands  out  with  $76,331,000,  Nether- 
lands West  Indies,  with  $42,767,000,  the  two  countries  together 
taking  the  bulk  of  our  exports  to  this  group  of  territories. 
Central  America  in  the  aggregate  took  $50,399,000,  of  which 
the  Panama  Republic  and  the  Canal  Zone  took  nearly  half  of 
the  total.  Indeed,  there  seems  to  be  a definite  geographical 
trend  in  our  trade,  which  is  in  inverse  proportion  with  distance. 
The  trade  links  become  attenuated  with  distance.  Whatever  the 
reason,  there  is  no  doubt  that  the  United  States  is  the  chief 
market  for  the  Caribbean  countries,  and  no  foreign  competition 
can  alter  our  commercial  preponderance  in  this  region.  In  1937, 
the  United  States  took  nearly  half  of  the  total  aggregate  exports 
of  Mexico,  Central  America,  the  Caribbean,  Colombia  and 
Venezuela.  The  United  States  absorbed  90%  of  Panama's, 
80  %>  of  Cuba's  and  56%  of  Mexico's  exports.  By  contrast,  we 
took  only  one-third  of  Brazil's  exports,  less  than  one-fourth 
of  Bolivia's,  Chile's,  Ecuador's  and  Peru's,  and  only  12.8% 
of  Argentina's  exports. 

Approximately  63%  of  South  American  exports  (exclusive 
of  Colombia  and  Venezuela)  were  absorbed  by  Europe,  while 
Europe's  share  in  the  Caribbean  was  only  23  % . The  European 
trade  with  Latin  America  amounted  to  54.4%  of  total  Latin 
American  exports  and  43.6%  of  Latin  American  imports.  Trade 
of  Latin  American  countries  among  themselves  totaled  250 
million  dollars,  or  barely  8%  of  the  total. 

The  Battle  for  Trade 

The  vast  resources  of  Latin  America,  with  its  huge  but 
sparsely  populated  territories  and  lack  of  modern  industrial 
development,  marked  these  countries  as  a fertile  ground  for 
foreign  capital  investments  and  foreign  trade.  This  gave  rise 
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to  keen  competition  among  the  leading  industrial  nations, 
in  which  the  United  States,  Germany,  Great  Britain,  and  to  a 
lesser  extent,  Italy,  Japan,  France,  the  Netherlands  and  Bel- 
gium took  part.  In  1938,  3.5%  of  Latin  American  imports  came 
from  France,  3.1  from  Italy,  and  2.7  from  Japan.  Japan's  posi- 
tion is  relatively  strong  in  Panama,  Honduras,  and  the  Domini- 
can Republic,  accounting  for  14%  of  their  combined  total 
imports.  As  for  Italy,  only  Argentina  and  Uruguay  purchased 
from  her  as  much  os  5.5%  and  4%  respectively,  of  their  total 
imports,  while  in  other  countries  the  Italian  shore  was  less 
than  3%.  Of  the  three  major  competitors,  the  United  States, 
though  the  greatest  producer  and  buyer  in  the  world,  found 
itself  under  the  handicap  of  having  both  agrarian  as  well  as 
industrial  surpluses,  thereby  not  only  supplementing  but  com- 
peting with  the  Latin  American  countries,  while  some  of  the 
other  countries  seemed  ideally  fitted  to  fill  the  gap  of  Latin 
American  needs.  The  first  world  war  gave  the  United  States  a 
decisive  lead  over  all  others.  Great  Britain,  partly  due  to  her 
Empire  trade  preferences  and  partly  because  of  other  causes, 
never  regained  her  pre-war  status  as  one  of  the  chief  suppliers 
of  Latin  America.  She  was  gradually  pushed  down  the  ladder 
by  the  rise  of  German  competition,  which,  more  especially 
since  the  advent  of  Hitlerism,  grew  in  strength  and  size,  and 
has  since  1936,  put  the  United  States  also  on  the  defensive 
in  this  hard  contested  territory.  The  following  comparison  of 
percentages  shows  the  respective  gains  and  losses  of  the 
principal  contenders  in  Latin  American  trade. 


LATIN  AMERICAN  TRADE 


(in 

. % of 

total) 

EXPORTS 

to 

IMPORTS 

from 

1929 

1932 

1937 

1938 

1929 

1932 

1937 

1938 

United  States.. 

34.0 

32.9 

30.4 

31.5 

38.5 

33.0 

33.9 

35.8 

Great  Britain.. 

18.4 

19.2 

17.4 

15.9 

15.0 

16.1 

13.2 

12.2 

Germany  

8.1 

7.3 

8.9 

10.3 

10.9 

9.5 

15.4 

17.1 

These  few  figures  indicate,  that  whereas  the  exports  of 
Latin  American  countries  to  the  United  States  dropped  from 
34%  to  31.5%  from  1929-1938,  Germany's  importance  in  pur- 
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chases  from  Latin  America  increased  from  8.1%  to  10.3%. 
This  is  even  more  evident  in  the  percentages  of  Latin  American 
imports,  which  show  a drop  from  38.5  to  35.8  for  the  United 
States,  while  Germany  scored  a rise  from  less  than  1 1 % to 
over  17%.  We  still  remained  the  most  important  buyers  of 
Latin  American  goods,  absorbing  almost  one-third  of  the 
total  exports  from  these  territories  as  compared  with  Great 
Britain's  share  of  15.9%  and  Germany's  10.3%. 

Germany  had  a specacular  increase  in  trade  with  Brazil 
and  Chile.  The  export  trade  of  Argentina,  Uruguay,  Peru  and 
Bolivia  went  to  a large  extent  to  Great  Britain,  which  exceeded 
the  United  States  in  the  volume  of  imports  from  these  coun- 
tries. In  the  imports  of  Latin  America,  Germany  displaced 
Britain  os  second  only  to  the  United  States.  Her  exports  to  Latin 
America  almost  trebled  during  the  five  year  period  from  1932 
to  1937,  from  236.5  to  624.7  million  marks.  The  1938  period 
marked  a slump  in  United  States  foreign  trade  in  general  which 
amounted  to  about  36%;  at  the  same  time  South  American 
exports  to  the  United  States  decreased  from  422  million  dollars 
in  1937  to  262.6  in  1938,  a drop  of  38%,  while  our  exports 
decreased  only  8%.  Particularly  affected  in  this  respect  was 
Argentina,  with  a loss  of  61%  of  her  export  trade  with  the 
United  States.  Less  affected  was  Brazil  with  10%,  while  Chile 
had  a 40%  decrease.  Here  again  United  States  exports  to 
Brazil  suffered  only  a 10%  decrease,  while  our  exports  to 
Chile  made  a slight  increase  over  1937. 

In  1938,  Germany  sold  to  Latin  American  countries 
$52,600,000  worth  of  machinery  and  tools,  or  more  than  one- 
fourth  of  the  total  'value  of  machinery  and  tools  exported  to 
Latin  America.  Germany  also  sold  approximately  $54,300,000 
worth  of  iron  and  steel  manufactures,  37%  of  the  total:  ap- 
proximately $18,300,000  in  vehicles,  14%  of  total;  $19,400,000 
worth  of  textiles,  some  13%  of  the  total;  $15,200,000  of  chem- 
icals, some  30%  of  the  total;  $15,200,000  in  drugs  or  53%  of 
the  total;  $6,900,000  in  coal  and  coke,  or  26%  of  the  total; 
$8,300,000  in  other  metals  and  manufactures  (non-ferrous), 
34%;  and  about  one-third  of  the  total  $16,300,000  in  paper 
and  paper  products;  and  $1,800,000  in  rubber  manufactures, 
amounting  to  15%  of  the  total  importations  of  these  goods. 
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Latin  American  War  Trade 

With  the  outbreak  of  the  war,  the  German  commercial 
cloudburst  of  pre-war  days  was  reduced  to  a limited  amount 
of  goods  shipped  or  smuggled  through  the  blockade.  United 
States  is  the  logical  heir  to  most  of  the  former  German  trade. 
In  round  figures  this  would  mean  on  increase  of  our  business 
opportunities  by  about  $238,170,000,  the  German  share  in  Latin 
American  imports  in  1938.  To  this  may  be  added  at  least  port 
of  the  British  share,  the  total  of  which  amounted  to  nearly 
$170,000,000,  and  which,  as  the  war  progresses,  Britain  con 
hardly  hope  to  satisfy  by  herself.  Indeed,  during  the  first 
world  war  United  States  imports  from  Latin  America  more 
than  trebled — from  223  million  dollars  in  1914,  to  687  million  in 
1919 — while  United  States  exports  to  this  area  rose  from  124 
to  441  million  dollars. 

The  war  increase  of  our  trade  is  not  only  of  material  im- 
portance. For  in  Latin  America  more  than  anywhere  else 
political  influences  are  closely  linked  with  economic  relations. 
He  who  buys  Latin  American  products  buys  not  only  Latin 
American  goods  but  Latin  American  good-will,  and  in  this 
precarious  world  of  ours  good-will  is  the  most  precious  com- 
modity in  the  market.  Hence,  besides  the  economic  potentiali- 
ties, war  trade  with  Latin  America  is  of  transcending  political 
importance.  In  the  following  (Table  VII)  Latin  American  trade 
with  the  United  States  has  been  analyzed  for  the  period  of 
the  first  war  year  (from  Sept.  1,  1939 — October  1,  1940). 

TABLE  VII. 

U.  S.  FOREIGN  TRADE  WITH  LATIN  AMERICAN  COUNTRIES 


EXPORTS  IMPORTS  EXPORTS  IMPORTS 

dollars  dollars  dollars  dollars 

Countries  12  months  12  months 

Sept.  1938— Aug.  1939  Sept.  1939— Aug.  1940 

Grattd  Total.. 2,941,638,000  2,110,176,000  4,015,767,000  2,528,699,000 

Europe  1,236,859,000  625,354,000  1,686,597,000  488,642,000 

Latin  America 340,403,000  315,751,000  543,413,000  396,985,000 

Central  Atnerica..  55,322,000  37,044,000  94,159,000  40,919,000 

South  America....  285,081,000  278,607,000  449,254,000  356,066,000 

Argentina  65,014,000  53,848,000  117,405,000  74,766,000 

Brazil  66,868,000  100,407,000  111,509,000  107,519,000 

Chile  22,584,000  26,876,000  40,906,000  45,416,000 
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During  the  first  year  of  the  war  our  exports  to  European 
countries  increased  approximately  36%,  while  exports  to  Latin 
America  showed  a rise  of  60%,  some  23%  above  the  average 
total  increase  of  37%  registered  in  United  States  total  export 
trade  to  all  countries.  Totals  for  the  ABC  countries  increased 
even  more  in  proportion — from  154  to  269  million  dollars, 
a rise  of  74%.  However,  in  contradistinction  to  the  experiences 
of  the  first  world  war,  our  imports  from  Latin  America  increased 
much  less  than  our  exports — from  315  million  dollars  in  the 
pre-war  period  to  396  in  the  first  war  year — on  increase  of 
only  81  million  dollars  or  26%. 

The  discrepancy  between  imports  and  exports  as  applied 
to  each  Latin  American  country  is  shown  in  Table  VIII,  with 
figures  of  the  U.  S.  Department  of  Commerce,  released  for  a 
9 months'  period  of  the  war  as  compared  with  a similar  pre- 
war length  of  time. 

During  the  nine  months  ending  May,  1940,  our  exports  to 
Latin  America  increased  nearly  5 1 % in  comparison  with  a 
similar  period  of  the  year  before,  while  our  imports  from  that 
source  rose  only  30.6%.  Mexico's,  Cuba's  and  Colombia's 
trade  with  us  was  nearly  balanced.  The  largest  discrepancy 
of  trade  exists  in  Central  America,  with  a 7 1 % increase  in  our 
exports  and  only  6.5%  in  our  imports  from  that  source.  Another 
outstanding  example  is  Ecuador  with  a 109%,  increase  in  our 
exports  and  only  19%,  in  imports;  Brazil  had  a 71%,  increase  in 
the  value  of  purchases  from  us  and  only  8.6  %o  in  sales.  The 
only  countries  running  counter  to  the  trend  were  Chile,  taking 
an  82.7  %o  increase  in  our  exports  and  gaining  a 101.7%,  rise  in 
our  imports,  and  Bolivia  with  21%o  and  111.7%o,  respectively. 
This  is  no  doubt  due  to  large  United  States  imports  of  copper 
and  tin,  both  important  war  materials.  The  largest  gain  in  the 
value  of  our  exports — up  to  132%o — was  in  metals  and  manu- 
factures, and  the  second  largest  in  total  values,  in  machinery 
and  vehicles.  This  was  exceeded  on  a percentage  basis  by 
chemicals  (83 %o),  wood  and  paper  (68%>),  and  textiles  (57  %o). 
In  most  of  these  commodities  Germany  had  a large  share  be- 
fore the  war,  and  the  increase  is  truly  a war  increase. 

The  conclusion  to  be  drawn  from  this  general  trend  of 
trade  is  one  of  great  concern.  For  the  first  prerequisite  for  the 
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United  States'  role  as  chief  supplier  of  export  goods  is  the 
ability  of  Latin  American  countries  to  pay  for  these  goods. 

In  1938,  Latin  American  trade  was  divided  as  follows: 
Europe  took  54.4%  of  Latin  American  exports  and  supplied 
43.6%  of  her  total  imports,  while  North  America  took  only 
31.2%  of  Latin  American  exports,  and  sold  35%,  of  the  Latin 
American  imports.  With  this  positive  balance  of  European 
trade,  Latin  American  countries  were  able  to  pay  for  the  in- 
creased flow  of  goods  from  the  United  States,  and  could  con- 
tinue interest  payment  and  dividends  on  foreign  investments, 
despite  the  unfavorable  balance  with  the  United  States.  Dur- 
ing the  war,  the  sources  of  income  from  oversea  trade  are 
limited.  Unless  we  contrive  to  balance  our  trade  with  Latin 
America,  our  "good  neighbors”  south  of  the  Rio  Grande  are 
heading  for  a major  catastrophe. 

The  tendency  of  unbalanced  trade  continued  throughout 
the  year  1940  as  shown  by  the  most  recently  published  data 
on  United  States  trade  with  Latin  America. 

TABLE  IX 

UNITED  STATES  TRADE 
WITH  LATIN  AMERICAN  COUNTRIES 

Exports,  including  re-exports  General  Imports 
(In  millions  of  dollars) 


1939 

1940 

1939 

1940 

Argentina  

70,945 

106,877 

61,914 

83,301 

Brazil  

80,345 

110,588 

107,250 

105,166 

Chile  

26,791 

43,428 

40,562 

64,941 

Colombia  

51,277 

51,691 

48,983 

47,564 

Cuba  

81,646 

84,694 

104,930 

105,434 

Dominican  Republic  .... 

6,780 

6,999 

5,824 

5,365 

Ecuador  

5,900 

6,412 

3,513 

4,814 

Haiti  

5,128 

4,618 

3,031 

3,618 

Honduras  

5,812 

7,291 

7,031 

9,521 

Mexico  

83,177 

96,941 

56,266 

75,780 

Netherlands  West  Indies 

38,378 

21,683 

19,723 

19,517 

Panama  Republic  

12,752 

19,070 

3,582 

4,280 

Peru  

19,246 

23,123 

13,959 

17,943 

Uruguay  

5,183 

11,275 

9,375 

17,629 

Venezuela  

61,966 

69,212 

23,613 

41,645 
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During  the  year  1940,  our  total  imports  from  Latin  America 
increased  about  20%,  from  518  million  in  1939  to  620  million. 
At  the  same  time  our  exports  rose  28%  from  569  million  in  1939, 
to  727  million,  in  1940.  Our  exports  to  Argentina  jumped  by 
36  million  while  our  exports  increased  only  by  21  million 
dollars.  For  Brazil,  the  increase  was  30  million  in  our  exports 
and  a two  million  decrease  in  our  imports  from  that  country. 
There  was  a better  showing  for  Chile  with  on  increase  of  16 
million  of  our  exports  and  a 24  million  dollar  rise  of  our  im- 
ports. However,  the  general  trend  is  not  greatly  influenced 
by  these  exceptional  deviations. 

Argentina,  loaded  with  grain,  frozen  meat  and  wool  is  a 
telling  example.  She  was  temporarily  relieved  by  a sub- 
stantial loan  recently  granted  by  the  United  States.  Before 
that,  Brazil  faced  a similar  situation,  which  threatened  to  en- 
gulf us  in  a regular  "trade  war"  with  her,  until  helped  by  a 
50  million  gold  loan  to  establish  a Central  Reserve  Bank  and 
stabilize  the  milreis;  a 20  million  dollars  acceptance  credit 
from  the  Export-Import  Bonk;  and  additional  credits  for  im- 
ports of  capital  goods  from  the  United  States.  Thanks  to  these 
and  similar  loons  a severe  economic  crisis  has  been  averted, 
but  loans  without  the  prospect  of  a business  revival  only 
postpone  but  do  not  avert  impending  disaster. 

Dislocated  as  these  economies  have  become  by  the  sud- 
den withdrawal  of  the  second  largest  market  with  continental 
Europe,  and  loaded  with  worthless  Aski-marks  or  credit  bal- 
ances, instead  of  ready  cash,  American  loans  are  necessary 
stimulants.  However,  unless  we  find  a way  to  allow  for  a 
free  flow  of  Latin  American  trade,  we  shall  lose  Latin  America 
economically  and  consequently  also  politically.  Nazi  agents, 
whom  in  a mood  of  political  and  economic  perversion  some 
of  our  large  exporters  still  keep  on  their  payrolls  as  United 
States  business  representatives,  are  making  the  most  of  these 
economic  difficulties.  A Latin  America  overloaded  with  a 
plethora  of  surpluses  will  open  her  arms  and  hearts  to  any 
genuine  buyer,  Nazi  or  Hottentot.  At  this  very  moment  Latin 
American  business  concerns  and  not  a few  American  firms 
with  Latin  American  affiliations  keep  up  a steady  stream  of 
strategic  war  materials  via  the  Panama  Canal  through  the 
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Pacific  to  Vladivostok  and  over  the  Trans-Siberian  railroad  to 
the  Reich.  The  "Standard"  in  Buenos  Aires  reports  of  large 
shipments  of  wool,  leather  and  hides  to  Germany  via  Russia 
and  Sweden.  "Thousands  of  bales  of  wool  were  shipped  to 
Sweden  at  the  prohibitive  charge  of  $500  per  bale."  Nazi 
buyers  are  active  in  Argentine  and  Uruguayan  markets,  and 
considerable  quantities  of  metals  and  United  States  war  ma- 
terials are  being  shipped  on  Japanese  and  Soviet  vessels 
from  Manzanillo  in  Mexico.  At  this  writing  a fact-finding 
mission  sent  by  the  United  States  Department  of  State  to  in- 
vestigate the  traffic  of  transshipment  of  United  States  goods  to 
Germany  has  just  returned  from  a Latin  American  inspection 
tour;  with  what  results  is  not  known. 

The  problem  is  much  deeper,  however,  than  con  be  solved 
by  the  reports  of  belated  commissions,  and  it  concerns  but  one 
issue;  to  prevent  a state  of  economic  disintegration.  United 
States  trade  with  Latin  America  must  be  balanced.  This  is  a 
problem  that  goes  beyond  mere  accounting  in  dollars  and 
cents.  Before  we  take  up  this  question,  however,  we  shall  give 
a brief  summary  of  the  war's  effect  on  the  three  largest  South 
American  countries  and  Mexico,  based  on  the  year-end  reviews 
of  the  economic  situation  of  some  of  the  Latin  American 
countries. 

Being  largely  oriented  towards  Europe,  Argentina  seems 
to  have  been  hit  most  severely  by  the  war.  Argentina  lost  45  % 
of  her  trade,  as  a result  of  the  blockade.  To  protect  herself 
from  bankruptcy,  she  declared  a virtual  embargo  on  United 
States  goods  in  September,  1940,  which  was  lifted  in  Decem- 
ber, thanks  to  the  granting  of  a loan  of  $50,000,000  from  the 
United  States  stabilization  fund  and  $60,000,000  from  the 
Export-Import  Bank.  With  all  this  the  Argentine  government 
is  still  compelled  to  maintain  restrictions  on  imports  in  order 
to  safeguard  her  exchange.  Consequently,  our  sales  of  auto- 
mobiles and  farm  machinery  in  1940  were  cut  to  about  one- 
third  of  the  previous  volume.  The  situation  was  aggravated 
when  Great  Britain,  Argentina's  biggest  buyer,  began  blocking 
Argentine  funds  in  London. 

Next  to  the  tremendous  export  surpluses  choking  the  stor- 
age magazines,  the  lack  of  dollar  exchange  is  most  severely  felt 
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in  Argentina.  Both  situations  are  growing  tight.  It  has  been 
estimated  that  if  the  war  coninues  over  1941,  Argentina  will 
be  left  with  15-20  million  tons  unsold  grain.  To  alleviate  the 
critical  situation,  United  States  importing  firms  hove  been  co- 
operating with  the  Argentine  government  in  the  organization 
of  new  export  corporations  to  encourage  sales  of  new  lines  of 
products  to  the  United  States.  This  is  one  kind  of  help  that  Latin 
Americans  appreciate  most,  because  it  brings  permanent 
relief. 

A brighter  picture  is  reported  from  Brazil,  though  she  too 
suffers  from  an  adverse  trade  balance  with  the  United  States, 
in  addition  to  yearly  interest  payments  and  dividends  of  17  mil- 
lion dollars.  Brazil's  trouble  is  a surplus  of  cotton.  In  the  nine 
months  of  1940  her  exports  of  cotton  amounted  to  about  32 
million  dollars  as  compared  with  54  million  for  the  same  period 
a year  ago.  On  the  favorable  side  there  has  been  a large  influx 
of  European  refugees  with  capital  estimated  at  about  35  million 
dollars.  Then  too,  Brazil  received  a loan  of  25  million  dollars 
from  the  Export-Import  Bank  as  a revolving  credit  for  imports 
from  the  United  States.  Thanks  to  the  Coffee  Quota  Agreement, 
her  coffee  position  has  improved,  despite  the  nearly  12  million 
bags  of  exportable  coffee  surplus.  There  is  also  a heavier 
export  of  vegetable  oils,  balsam  and  oiticica,  vax  and  castor 
seeds.  Fiber  caroa  makes  a good  substitute  for  jute,  and 
lumber  exports  have  risen  from  263,258  tons  in  1930  to  1,104,259 
in  1939,  with  large  shipments  of  hard  woods  going  to  the 
United  States.  Exports  of  manganese,  bauxite  and  other  min- 
erals have  risen. 

Chile,  with  her  copper  mines,  nitrate  deposits  and  farming, 
misses  the  prosperity  of  the  first  world  war.  There  is  a large 
surplus  of  lentils  and  beans,  with  no  buyer  in  sight.  The 
Chilean  government  is  anxiously  trying  to  move  her  surpluses 
to  other  Latin  American  countries  and  has  started  negotiations 
for  a Latin  American  customs  union.  She  offered  to  barter 
lumber,  dried  vegetables,  fruits  and  sulphur  in  exchange  for 
frozen  meats  with  Argentina.  To  safeguard  the  peso,  the 
Chilean  government  maintains  strict  exchange  control,  and 
drafts  for  automobiles,  radios,  refrigerators  and  household  ap- 
pliances are  being  carefully  scrutinized  by  the  authorities. 
Her  efforts  to  establish  freer  commerce  with  neighboring  coun- 
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tries  brighten  the  outlook  for  intra-continental  trade  in  South 
America. 

Mexico's  economic  position,  has  been  comparatively  least 
affected  by  the  war.  Her  best  customer  has  always  been  the 
United  States.  In  1939,  the  United  States  took  74%  of  all  her 
exports,  while  Britain  and  Germany  took  only  6 % each.  During 
the  some  year,  Mexico  bought  from  us  66  % of  her  total  imports, 
and  only  13%  from  Germany.  Mexico's  difficulties  dote  from 
1938,  when  the  expropriation  policies  of  Lazaro  Cardenas  went 
into  effect.  The  peso  took  a bad  plunge  and  has  never  recov- 
ered parity.  But  all  this — and  there  seems  to  be  a new  spirit 
of  conciliation  in  the  ascendance — is  pre-war  history.  Since  the 
WOT  Mexico  had  to  suspend  barter  deals  with  Germany,  but 
has  greatly  increased  her  opportunities  in  trade  with  the 
United  States.  The  largest  increase  of  American  purchases 
during  the  war  were  in  sisal  and  henequen  (rope  fibre).  Her 
leading  exports  are  in  metals,  vegetables  and  food  products. 
Her  silver  mining  is  in  no  danger  os  long  os  the  U.  S.  Treasury 
is  committed  to  buying  silver  at  35  cents  on  ounce.  Her  mercury 
production  has  been  stepped  up  considerably  and  prices 
doubled.  To  prevent  shipping  of  mercury  to  Germany,  the 
United  States  is  contemplating  buying  up  the  whole  output. 
Facilities  for  rubber  production  are  also  being  explored. 

However,  agriculture  has  been  Mexico's  chief  occupation 
and  until  expropriation  became  the  set  policy  of  government, 
the  country  was  a heavy  exporter  of  cereals.  In  the  last  few 
years  crops  proved  insufficient  and  Mexico  imported  from 
the  United  States  large  quantities  of  wheat  and  other  grains. 
However  in  1939  the  decline  of  cereal  production  was  halted 
and  the  production  of  maize  rose  to  nearly  2,000,000  tons  while 

400.000  tons  of  wheat  were  harvested  compared  with  a low  of 

288.000  tons  in  1937. 

The  following  general  review  of  the  currency  situation  in  * 
Latin  America  by  the  latest  League  of  Nations  World  Economic 
Survey  explains  the  necessity  of  maintaining  strict  exchange 
control  in  these  countries. 
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TABLE  X. 

GOLD  VALUE  OF  SOUTH  AMERICAN  CURRENCIES 
(As  % of  gold  parity  in  1929) 


Country 

Currency 

July 

Dec. 

Dec. 

May 

1937 

1937 

1938 

1939 

Argentina 

Peso 

( Official  rate 

1 Free  rate 

46.1 

42.0 

46.4 

40.8 

43.3 

31.6 

43.4 

32.2 

Bolivia 

Boliviano 

9.8 

8.0 

5.3 

5.3 

Chile 

Peso 

] Official  rate 

25.1 

25.1 

25.1 

25.1 

1 Free  rate 

18.5 

19.1 

15.1 

14.0 

Peru 

Sol 

38.1 

36.1 

30.4 

27.7 

Uruguay 

Peso 

( Official  rate 
Free  rate 

45.3 

33.0 

45.7 

36.6 

35  a 
20.4 

35.2 

20.2 

Competitive  Economies 

On  the  face  of  it,  it  would  seem  worth  every  effort  so  to 
balance  United  States  trade  with  Latin  America  os  to  build  a 
permanent  basis  for  profitable  exchange  between  the  two 
continents,  during  and  outlasting  the  present  war  emergency. 
Our  industrial  capacity  is  adequate  to  satisfy  any  demand, 
and  our  absorptive  potential  for  at  least  some  Latin  American 
materials  far  exceeds  Latin  American  production.  We  repre- 
sent the  biggest  market  for  coffee,  in  the  value  of  between 
130-150  million  dollars  a year,  and  in  the  first  nine  months  of 
the  war  we  imported  vegetable  food  products  and  beverages 
for  over  223  million  dollars;  68  million  dollars  worth  of  sugar, 
45  million  in  inedible  vegetable  products,  37  million  in  tex- 
tile fiber  and  manufactures;  47  million  of  metals  and  manu- 
factures and  25  million  in  non-metallic  minerals.  Importation 
of  these  materials  has  been  markedly  increased  since  the  war, 
increases  ranging  from  186%  in  raw  wool  to  3%  in  coffee  and 
bananas.  However,  all  this  does  not  begin  to  scratch  the 
surface  of  the  other  larger  surpluses,  principally  in  corn, 
wheat,  meats  and  cotton,  products  in  which  the  United  States 
has  its  own  great  excesses  to  contend  with. 

The  following  figures  emphasize  the  corresponding  values 
of  competing  surpluses  for  the  United  States  and  Latin  America; 
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EXPORT  SURPLUSES  IN  1938 
(value  in  dollars) 


Commodity  United  States  Latin  America 

Cotton  226,669,000  76,500,000 

Corn  94,497,000  59,300,000 

Wheat  78,141,000  61,400,000 

Meats  28,470,000  124,000,000 


Before  the  war,  these  surpluses  were  largely  taken  up  by 
European  countries.  Great  Britain  alone  took  74%  of  Latin 
American  beef,  and  28%  of  the  corn.  The  remainder  of  the 
corn  was  sold,  19%  to  Germany,  17%  to  Belgium,  11%  to  the 
Netherlands,  and  1 1 % to  Erance.  Of  the  cotton  exported, 
Germany  absorbed  29%,  and  Britain  26%,  and  of  the  cereals, 
Britain  took  22%,  Germany  16%,  Belgium  13%,  and  the  Nether- 
lands 20%.  Therein  lies  the  crux  of  the  matter. 

Latin  America  is  blockaded  from  without  and  from  within. 
These  surpluses  must  be  disposed  of,  before  Latin  American 
countries  can  command  sufficient  dollar  exchange  to  buy  from 
the  United  States  drugs  and  coals,  approximately  three  times 
the  pre-war  value;  62%,  more  textiles,  and  73%  chemicals; 
43%  more  machinery  and  over  50%  electrical  equipment  all 
above  the  normal  quota  of  U.  S.  exports  to  Latin  America  in 
1938.  This  means  in  other  words,  that  besides  the  loss  of  excess 
foreign  exchange  which  these  countries  enjoyed  on  the  Euro- 
pean pre-war  market,  the  Latin  American  Treasuries  ore 
expected  to  find  millions  of  additional  dollar  exchange  above 
the  "normal''  requirements  of  1938. 

We  realize,  of  course,  that  the  1938  "normal"  is  not  a 
base  figure.  To  start  with,  German  trade  with  Latin  America 
has  not  ceased  completely.  German  goods  ore  reaching  Latin 
American  countries,  some  directly  via  the  Trans-Siberian  rail- 
road and  lapctn,  others,  such  as  dyes  are  being  repacked  and 
shipped  as  Swiss  merchandise  while  more  valuable  com- 
modities of  small  bulk  go  by  air  to  Dakar  and  Brazil,  in 
transit  to  other  countries.  However,  this  is  for  below  the  pre- 
war level.  Then  too  British  war  trade  with  Latin  America  will 
go  lower  os  the  war  proceeds.  The  deficit  may  be  balanced  by 
a now  prevalent  tendency  to  pare  the  demands  and  keep 
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them  within  the  limit  of  strict  economy.  However,  os  great  as 
economic  flexibility  has  shown  itself  to  be — and  Nazi  Germany 
is  the  best  example  of  the  inherent  elastic  powers  of  controlled 
national  economy — there  is,  nevertheless,  a limit  to  its  power 
of  endurance,  and  in  the  case  of  Latin  America  there  is  a 
minimum  requirement  of  imported  essentials  which  must  be 
met,  even  at  the  cost  of  bankruptcy.  The  old  adage  of  caveat 
emptor  (the  buyer  beware)  may  still  hold  good  for  individual 
transactions,  but  in  international  trade,  caveat  vendor  (the 
seller  beware)  has  equal  significance,  especially  in  the  case 
of  the  United  States  vs.  Latin  America. 

Solving  a Difficult  Situation 

There  are  several  ways  of  solving  this  most  difficult  situ- 
ation, none  of  which  is  infallible.  The  most  direct  way  which 
suggests  itself  would  be  buying  up  or  underwriting  Latin 
American  exportable  surpluses  either  for  storage  or  destruc- 
tion. It  would  cost  the  United  States  approximately  $1,200,- 
000,000  a year  to  accomplish  just  that.  As  calculated  by  William 
T.  Stone,  (America's  Choice  Today),  this  would  include  some 
100  million  more  bags  of  coffee,  5V2  million  bags  of  sugar, 
200,000  tons  of  wool,  IV2  million  bales  of  cotton,  200,000  tons 
of  hides  and  skins,  nearly  2 million  tons  of  wheat  and  nearly 
3 million  tons  of  corn;  900,000  tons  of  nitrates  and  more  petro- 
leum, copper,  and  other  minerals  above  our  normal  quota  of 
imports.  Some  of  these  no  doubt  could  be  increased  without 
price  dislocation  and  even  with  some  benefit  to  the  American 
consumer,  but  stretching  our  capacity  as  we  may,  there  still 
will  remain  a glut  of  over  one  billion  dollars  worth  of  cotton, 
corn,  cereals,  and  other  competitive  materials,  which  we  could 
neither  use  nor  export.  A yearly  appropriation  of  one  billion 
dollars,  as  a "fonds  perdu",  may  be  on  indirect  contribution 
necessary  for  defense,  but  in  the  long  run  it  will  prove  more 
harmful  to  both,  the  buyer  as  well  as  the  seller.  On  the  other 
hand  there  are  a great  many  consumers'  goods  and  strategic 
materials,  which  ore  now  imported  from  Asia  and  Africa,  and 
which  could  be  cultivated  in  larger  quantities  and  substituted 
from  this  hemisphere. 

The  restoration  of  crude  rubber  plantations  to  Brazil,  the 
original  home  of  natural  rubber,  would  bring  back  prosperity 
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to  Brazil  and  provide  jobs  for  more  than  one  half  million 
workers.  The  United  States  consumes  about  600,000  tons  a 
year  of  natural  rubber,  96  % of  which  are  imported  from  British 
and  Dutch  Indian  tropics  and  French  Indo-China,  and  only 
1.4%  from  South  America.  The  United  States  Congress  appro- 
priated $500,000  for  experimental  rubber  cultivation  in  Latin 
America,  and  the  U.  S.  Department  of  Agriculture  is  conduct- 
ing experimental  stations,  besides  the  Goodyear,  Ford  Motor 
Co.  plantations  and  others  which,  if  successful,  may  mark  the 
beginning  of  a great  rubber  industry  in  the  Latin  American 
tropics. 

Another  commodity  that  has  great  possibilities  is  the 
cocoanut  industry.  The  United  States  is  the  largest  importer 
of  cocoanuts  and  derived  products,  but  only  10%  of  our  supply 
comes  from  Latin  America  and  the  Caribbean  Islands.  The 
possibilities  of  cocoanut  production  in  Central  and  South 
America  are  enormous,  and  could  provide,  without  any  addi- 
tional cost  to  us,  employment  to  more  than  one  half  million 
workers  in  addition  to  the  large  revenues  accrued  to  Latin 
American  producers.  With  appropriate  modifications,  the  same 
applies  to  tannin,  sisal,  abaca,  henequen,  castor  beans,  cotton 
seed  oils,  babassu  nuts,  waxes,  palm  nuts,  vanilla  beans, 
palm  and  cashew  nuts,  tapioca,  vermuth  and  many  others, 
including  strategic  minerals  mentioned  elsewhere,  industrial 
diamonds  and  platinum.  In  the  following  tabulation  taken 
from  a review  by  Charles  Morrow  Wilson*,  an  illustration  of 
the  opportunities  for  increased  South  American  trade  is  given. 

Total  U.  S.  Share  of 

Commodity  Imports  Latin  America 

{in  thousands  of  dollars) 


Cinchona  bark.... 

588 

1 

Cocoa  

353 

1 

Cocoa  beans 

....  20,139 

12,108 

Cocoanut  oil 

....  11,401 

0 

Palm  oil 

....  9,125 

0 

Rubber,  crude 

....  130,171 

1,669 

Sisal  and  henequen 

9,571 

4,734 

Other  vegetable  fibers,  except  cotton 

....  10,657 

5-24 

Tanning  and  dyeing  materials 

5,040 

3,294 

197,045 

22,331 

♦Harpers  Magazine,  January,  1941 
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There  must  be  a complete  readjustment  of  our  buying  and 
investment  policies  if  we  are  to  succeed  in  making  Latin 
America  our  principal  buyers  market  for  at  least  some  of  these 
products  and  materials.  All  this  requires  careful  planning 
and  large  American  investments  which  in  time  will  pay  large 
dividends  in  money,  security  and  satisfaction.  To  expedite 
some  of  this  huge  program  the  Inter-American  Financial  and 
Economic  Advisory  Committee  was  created  at  the  Panama 
Conference  to  facilitate  Inter-American  trade,  including  han- 
dling of  surpluses  for  temporary  storing  and  financing.  Its 
endeavor  is  also  to  develop  new  lines  of  production  in  Latin 
America  in  non-competitive  materials. 

At  the  Havana  Conference,  the  Inter-American  Develop- 
ment Commission  was  added  to  the  instrumentalities  of  coop- 
eration. It  was  organized  on  the  principle  of  the  so-called 
Davila  plan  to  encourage  the  development  of  industry  and 
handicraft.  The  Commission  is  principally  engaged  in  pro- 
moting and  developing  handicraft  retail  goods  in  Argentina, 
Brazil,  Guatemala,  Mexico,  and  others.  The  Commission  has 
also  been  active  in  erecting  a model  plant  for  processing 
mondioca  in  Brazil  and  in  supplying  technicians  for  the  im- 
provement of  agriculture  in  Latin  American  countries. 

There  were  several  other  projects,  some  of  them  specific- 
ally designed  for  handling  the  large  export  surpluses,  such 
as  the  contemplated  Cartel  Plan  and  the  projected  International 
Bank.  The  Cartel  Plan  was  dropped,  because  of  the  danger 
inherent  in  pooling  instead  of  disposing  of  surpluses.  Yet,  some 
substitute  will  have  to  be  found  not  only  for  inter-American  use 
during  the  war  which,  of  course,  is  our  primary  concern,  but 
also  for  the  expected  competition  after  the  peace  in  order  to 
avoid  a stampede  of  competitive  underselling  of  accumulated 
surpluses.  The  $100,000,000  Inter-American  Bonk  formed  in 
May  1940,  with  nine  signatories  underwriting  the  project,  has 
not  yet  been  ratified  by  the  respective  governments  and  will 
require  legislation  by  the  U.  S.  Congress.  The  new  bank  is 
expected  to  help  in  stabilizing  the  currencies  of  the  respective 
republics,  to  serve  as  a clearing  house  for  international  pay- 
ments, encourage  and  stimulate  agriculture,  industry  and  com- 
merce and  facilitate  inter-American  trade.  The  great  potential 
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value  of  this  and  similar  efforts  at  inter-American  cooperation 
has  been  demonstrated  in  the  case  of  the  Coffee  Quota  Plan, 
signed  by  14  coffee-producing  nations  and  the  United  States. 
Though  only  recently  ratified,  the  Coffee  Agreement  has  had  a 
most  salutary  effect  in  stabilizing  the  coffee  market  so  badly 
shattered  by  the  war.  The  Inter-American  Financial  and 
Economic  Advisory  Committee  is  now  collecting  data  on  the 
solution  of  the  cotton  and  cacao  problems. 

However,  though  causing  joint  worry  and  requiring  sep- 
arate and  common  actions,  the  Latin  American  economic  crisis 
is  to  a large  extent  the  responsibility  and  the  problem  child 
of  the  United  States,  which  is  financially  and  economically 
the  strongest  link  in  the  inter-American  chain.  In  September, 
1940,  U.  S.  Congress  approved  the  request  for  an  increase 
of  the  capital  of  the  Export-Import  Bank  from  $200,000,000  to 
$700,000,000,  to  "assist  in  the  development  of  the  resources, 
the  stabilization  of  the  economies,  and  the  orderly  marketing 
of  the  products  of  the  countries  of  the  Western  Hemisphere." 
No  limitations  were  placed  on  the  amount  which  could  be 
loaned  to  any  nation.  Important  credits  were  extended  to  Chile, 
Colombia  and  Argentina,  since  the  middle  of  1940,  in  addition 
to  private  loons  for  the  construction  of  highways  in  Paraguay 
and  in  Haiti,  and  a loan  to  Brazil  for  the  purchasing  of  railroad 
equipment  and  other  United  States  goods.  More  recently  a 
$10,000,000  loan  was  also  granted  to  the  Central  Bank  of 
Peru,  to  pay  for  certain  purchases  from  the  United  States.  Al- 
together, up  to  October  1940,  the  Export-Import  Bank  lent 
$120,000,000  to  Latin  American  countries.  In  addition  the  Re- 
construction Finance  Corporation  has  been  offering  substantial 
financial  aid  and  cooperation  in  the  development  of  various 
enterprises  in  Latin  America. 

And  yet,  we  have  not  done  all  we  could.  One  of  the 
economic  mistakes  of  the  United  States,  which  has  had  reper- 
cussions throughout  the  world,  was  the  adoption  by  Congress 
of  the  Smoot-Hawley  Tariff  in  1930.  Though  the  tariff  law  was 
found  to  be  unscientific,  discriminatory  and  ruinous  to  trade, 
it  has  not  been  repealed.  Secretary  Hull's  trade  agree- 
ments authorized  by  Congress  in  1934,  made  a 50%  reduction 
in  tariff  possible  through  the  loophole  of  reciprocity.  However 
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it  does  not  remove  all  the  other  obnoxius  elements  of  the 
tariff.  Among  others,  the  tariff  law  of  1930  prohibited  importa- 
tions of  animals  and  animal  products,  from  any  country 
afflicted  with  the  hoof-and-mouth-disease.  Despite  the  fact  that 
the  cattle  disease  was  reputed  to  be  confined  to  Patagonia 
which  is  mostly  a sheep  raising  province,  this  provision  shut 
out  all  Argentine  meat  imports  and  has  roused  the  ire  of  the 
people  to  white  heat.  Nothing  in  the  last  ten  years  has  made 
us  so  many  enemies  in  Latin  America  as  this  unfortunate  treat- 
ment of  Argentina.  Recognizing  the  injustice  and  arbitrariness 
of  this  provision  our  government  negotiated,  and  signed  in 
May,  1935,  a sanitary  convention  with  Argentina,  by  which 
we  acquired  the  right  of  inspection  and  exclusion  of  imports 
from  affected  sections  of  the  country  on  purely  sanitary 
grounds.  Five  years  have  lapsed  and  U.  S.  Congress,  intimi- 
dated by  agrarian  interests  and  meat  packers,  has  failed  to 
ratify  the  convention,  to  the  great  indignation  of  the  Argentine 
people  and  annoyance  of  our  own  government. 

Now,  meat  belongs  to  the  category  of  competitive  sur- 
pluses. Yet,  the  truth  is  that  corned  beef  is  no  longer  produced 
in  the  United  States  on  a commercial  basis.  A change  from 
the  prohibitive  tariff  rate  of  six  cents  a pound,  on  lower  grades 
of  beef,  would  not  only  relieve  Argentina  of  one  of  its  surpluses, 
and  remove  one  of  the  greatest  misunderstandings  between 
that  country  and  ourself,  but  also  benefit  the  consumer,  without 
any  harm  to  the  United  States  producer.  Repeal  of  the  Smoot- 
Hawley  Tariff  low  is  one  of  the  dictates  of  prudence  and  the 
prerequisite  of  true  economic  inter-American  cooperation. 

Pan-American  Defense 

Some  of  the  measures  taken  by  the  United  States  in  joint 
collaboration  with  the  Latin  American  governments  are  of 
extreme  importance,  especially  those  tending  to  encourage 
diversification,  industrialization  and  intensificaion  of  non-com- 
petitive production.  Through  building  of  highways,  railroads 
and  canals  the  American  republics  will  be  brought  nearer 
each  other,  and  interchange  of  Latin  American  produce  and 
industrial  output  will  be  facilitated.  Next  to  the  development 
of  industry,  interstate  commerce  among  the  republics  would 
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stimulate  production  and  help  reduce  to  a certain  degree 
economic  overseas  dependency  of  the  Latin  American  coun- 
tries. Regional  agreements  such  as  the  recently  concluded 
River  Plate  Convention  are  important  steps  in  the  direction 
of  removing  trade  obstacles  within  Latin  America.  To  quote 
from  a New  York  Times  editorial:  "It  is  to  the  interest  of  the 
United  States  to  aid  in  breaking  down  insular  barriers  among 
our  Latin  American  neighbors."  The  more  developed  will  be 
regional  economy  in  Latin  America  the  easier  it  will  be  to 
organize  a truly  coordinated  hemispheric  economy.  This  is 
port  of  economic  defense,  a feature  born  in  the  war  but  with 
ramifications  out-distancing  the  war  in  time  and  space.  As 
in  all  wars,  economic  forces  let  loose  by  the  war  ore  not 
subject  to  the  dictates  of  peace.  As  a rule,  the  economic 
aftermath  with  its  rumblings  and  convulsions  survives  the 
armistice. 

As  for  os  economic  defense  of  this  Hemisphere  is  con- 
cerned it  must  be  concerned  with  the  peace  no  less  than  with 
the  WOT.  There  ore  two  distinct  possibilities,  depending  upon 
who  wins  this  war.  A Hitler  controlling  Europe  will  control  the 
world.  The  United  States  and  this  Hemisphere  will  then  be 
confronted  with  an  impoverished,  famished  and  desperate 
conglomerate  of  nations  of  400  million  slaves,  controlled  and 
driven  by  one  will  and  one  aim.  A Nazi  victory  would  give 
that  country  the  combined  trade  power  of  all  countries  annexed 
and  controlled,  including  some  of  the  richest  colonies  in  the 
world,  and  would  enable  Germany  to  bid  for  Latin  American 
surpluses  on  her  own  terms.  With  the  tremendous  economic 
power  in  the  hands  of  a ruthless  dictator,  the  political  and 
territorial  integrity  of  the  entire  continent  will  be  in  jeopardy. 
These  countries,  following  the  least  line  of  resistance  will  have 
to  bow  to  the  only  buyer  having  colossal  resources  in  a 
market  devoid  of  competitive  bidding.  Once  this  first  line  of 
our  defense  is  broken  down,  economically,  no  amount  of 
good-will,  not  even  the  adoption  of  the  totalitarian  principle 
of  economy  will  save  our  position  in  Latin  America.  Even 
then  we  could  hardly  compete  with  Hitler's  400  million  slaves 
straining  and  sweating  under  the  lash  of  want  and  despair. 
American  wages  of  free  labor  will  never  be  able  to  fight  the 
coolie  wage  of  Hitler's  chain  gong.  But  even  under  a British 
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victory  the  problem  of  feeding  and  competing  with  an  im- 
poverished and  desperately  sick  Europe  will  present  many 
difficulties. 

To  quote  Vice-President  Wallace: 

"If  Germany  won,  some  form  of  cooperative  foreign  trad- 
ing in  the  United  States,  preferably  in  association  with  other 
countries  of  this  hemisphere,  would  be  indispensable.  Against 
the  solid  totalitarian  front  there  will  be  no  other  way  to  main- 
tain our  trade  or  even  our  independence." 

This,  of  course,  applies  to  a buying  monopoly  by  Germany. 
But  it  does  not  stop  at  that.  Whichever  side  wins  there  will 
be  a united  Europe,  united  if  in  nothing  else,  in  misery,  want, 
regimentation,  and  for  many  years  to  come,  in  a low  standard 
of  living.  If  the  nations  of  this  Hemisphere  are  to  retain  their 
independence  and  the  American  way  of  life,  they  must  act 
as  a unit.  Naval  and  air  bases  may  be  adequate  to  protect 
the  shores  of  this  hemisphere  from  military  invasion.  But  even 
more  important  are  economic  bases. 

Should  the  Axis  gain  an  economic  foothold  in  this 
Hemisphere,  or  exploit  their  strongly  fortified  pre-war  positions 
in  the  economic  life  of  South  America,  aided  and  abetted  as 
they  are  by  the  presence  of  kindred  minorities,  Nazis,  Fascists, 
Communists,  and  Falangists,  and  favored  by  the  strongest  of 
all  human  impulses,  which  is  economic  necessity,  then  there 
will  be  no  question  of  fighting  off  invasion.  Then  the  ships 
and  planes,  the  dockyards  and  airdromes  built  to  repel  an 
enemy  from  without  will  be  of  little  help  in  displacing  the 
enemy  from  within. 

The  wove  of  Nazi  propaganda  in  Latin  America  is  tre- 
mendous. Through  radio,  press  services,  advertising,  social 
and  trade  contacts  the  Germans  have  infiltrated  every  phase 
of  life.  Franco's  influence  in  Latin  America  is  making  totali- 
tarianism taste  like  homebrew.  As  Foreign  Minister  Serrano 
Suher,  perhaps  too  explicitly,  announced:  "The  Falange  abroad 
from  now  on  will  be  an  element  to  consider  in  the  diplomatic 
life  . . So  it  will. 

German  sympathies  and  domination  though  they  may 
appear  temporarily  befogged  in  some  parts,  are  on  important 
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factor  in  the  battle  for  the  Latin  American  soul.  Even  the 
weapons  to  defend  America  against  the  German  menace  are 
of  German  and  Italian  make,  and  the  military  caste,  especially 
the  high-ranking  generals  and  officers  who,  in  many  instances, 
are  the  product  of  German  military  instructors  and  organizers, 
are  strongly  pro-German,  So  is  the  police  in  some  of  the 
larger  cities  and  capitals.  With  true  Anglo-Saxon  naivete,  the 
British  and  Americans  are  babes  in  the  woods  when  it  comes 
to  facing  the  Gestapo  and  espionage  agents,  with  Bundists, 
Quislings  and  trained  Communist-Nazi-Fascist-Falangist  emis- 
saries equipped  with  almost  unlimited  resources  and  resource- 
fulness. They  know  how  to  exploit  the  real  weakness  of  our 
position  in  the  economic  field  and  their  seeds  of  distrust  and 
disappointment  fall  on  prepared  grounds. 

There  is  of  course  more  than  one  phase  to  this  inter- 
American  business  and  also  more  than  one  face  to  the  Janus- 
God  of  the  Axis  powers  who  are  threatening  to  involve  this 
Hemisphere  in  the  cauldron  of  passion  and  destruction.  Let  us 
mend  our  fences  and  place  our  defenses  according  to  the  best 
advice  of  military  tacticians.  But  let  us  not  forget  the  cultural 
and  political  ties,  the  necessity  of  cultivating  genuine  intimacy 
of  mutual  respect  and  understanding  and  last,  but  not  least, 
joint  economic  solidarity  and  mutual  social  security. 

The  ramparts  we  watch  are  not  of  one  nation  and  not  of 
one  country,  but  of  an  entire  Hemisphere:  The  Great  Western 
Hemisphere. 
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The  Third  Reich  in  Figures  

The  Economic  Crisis  of  the  Third  Reich 


American  Investments  and  Business 


25  cents 
25  cents 


Interests  in  Germany 
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